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I. INTRODUCTION 


Some PURPOSE 


The purpcse of this thesis is to describe a standard for 
approaching isplementation of the C/SCSC as they are applied 
Pemiene Shipbuilding industry. This standard, in the form of 
skills and training required, will be that proposed by tne 
Joint Logistics Commanders in the Joint Implementation Guide 
PRef. 1] augmented by additional skills of particular 
importance to the Supervisor of Shipbuilding (SUPSHIP) in 
administering a C/SCSC contréct under the Department of 
Defense policy of "Engagement." Against this standard, a 
description and analysis will be conducted of the 
alternative crganizational approaches and skills utilized by 
those SUPSHIPS who are presently involved. In addition, 
some Suggestions are oftereda tor Navai Sea Systeitis Command 
(NAVSEA) and SUPSHIPS who are about to become administrators 
Oma major defense contract. These suggestions are not 
advanced aS instant cures for the problems, but as ideas to 
be considerea@ and discussed in the hope that previous 
mistakes and difficulties are not needlessly repeated. [In 
that respect, perhaps this thesis will serve aS a "pass down 
the line" document among the SUPSHIPS. 

It is also important at the outset to discuss what 
accomplishment is not intended. No checklist will be 
provided for Supervisors of Shipbuilding in establishing 
their organizations and preparing for a major contract 


containing a reyguirement for C/SCSC, nor iS any panacea 


——— SS coy eee eee ee 


DODI 7000.2 ana C/SCSC are used interchangeably. 





presented for prcblems related to the inplementation of 
Department of Defense Instruction 7000.2 in the contract 
administration areéna. Poet owmtrue that at the beginning, 
some hope was entertained that such a checklist could be 
presented which would be suitable for use by all SUPSHIPS. 
In the course of the investigation which followed, it became 
evident that wide variances exist in the size of SUPSHIPS 
and in the size, number, and complexity or the contractors 


with whom each must work; thus precluding such a checklist. 


bee oCOPE 


Wimeovlavenuc ely epecrtarNa Only to the Supervisor of. 
Shipbuilding and parent Naval Sea Systems Command 
organizations. No attempt was made to include Army, Air 
Force, Naval Plant Representative Office (NAVPRO), or 
Defense Contract Administration Service (DCAS) in the 
investigation, because sufficiently strong feelings exist in 
@eewsnipbuiiding business, that "shipbuilding is different," 
and therefore, what other Services have done is not directly 
applicable. Restricting the subject to the SUPSHIPS 
eliminates this Scmewhat emotional barrier to acceptance of 
offered suggéstions. 

The prceblem of C/SCSC implementation will be approached 
from several sides.’ First, the organizational framework 
Within which the SUPSHIP operates will be compared witn tne 
Organizational requirements inherent in C/SCSC. Then skill 
and training levels required will be contrasted with those 
currently available at the SUPSHIPS. Additionaliy, NAVSEA's 
role will be examined along the Same lines to determine how 
1t could improve contract administration through improved 
policy guidance. 

To look at C/SCSC in a vacuum would be to dismiss other 
important related factors. To avoid this pitfall, the 
approach taken will be broadened to include the current 


Department of Defence policy of "Invoivement," and Navy 
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Procurement Directives (NPD's) related to cost monitors, 
overhead tonitors, and subcontract Surveillance which, along 
ween DODT 7000.2, suppart that policy. 

Other organizations, such aS NAVPRO's and DCAS, were 
guestioned, but only to the extent that was necessary to 
prove to the author Chat those organizations are 
"different." No attempt was made to substantiate the 
Significance of tne differences. 

The CCAS 1S not ordinarily involved with the prine 
MentracctOr Oh a major contract. This is not to say that 
DCAS does not get involved with C7SCSG fOr 2c does, but. for 
the most part only at the level of major Subcontractors who 
have a flow-down C/YSCSC reguirenent. Reference 2. describes 
how the DPCAS organization operates to comply with DODI 
7060.2. 

Tne NAVERO's are involved with major prime contractors 
in the aerosface field and have been working with C/SCSC for 
considerably longer than have the SUPSHIPS. Appendix A, 
wren ShowS contractors and programS with validated C/SCSC 
systems, indicates that eighty-two of the ninety-three 
validations are held by these aerospace contractors and that 
none are held by shipbuilding contractors. Even SO, 
interviews with two NAVPRO's left the author with the 
ecm that those organizations had not settled with any 
common workable organization. They seemed to be in the 
trial and error mode, looxing for the proper mix of talent 
and the proper place in the organization for such a body to 


best cope with the increased involvement of DODI 7000.2. 
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SeeeeDecolGN OF INVESTIGATION 


This investigation grew out of questions proposed by 
SUeoHie ELEVEN in San Diejgo, California to the author during 
a visit in June 1974. At that time SUPSHIP ELEVEN, working 
With National Steel and Shipbuilding Co. (NASSCO), was about 
to become involved with tne Sea Control Ship contract which 
included a reguirerent for CSC5SC. The yuestions asked were 
in the following vein: "What does this clause reyguiring the 
implementaticn of DODI 7000.2 really mean? What types and 
numbers of people must I acquire to do the reguirement 
justice? How does DODI 7000.2 relate to other requirements 
placed on me by Navy Procurement Directives (NPD) ?" These 
and other gquesticns on the subject formed the basis of this 
investigation. A search of the instructions, docuinents, and 
guidance available to the SUPSHIP left the questions largely 
unanswered. 

The next step was a series of letters and telephone 
Calis to NAVSEA to determine what information was available 
and to -ascertain who else had been involved in 
implementation of C/SCSC. At that time only SUPSHIP Bath 
and SUPSHIP Groton were administering contracts requiring 
CSCSC and of the two, Bath was closest to completion Oe > ses 
implementation and was nearing final validation. Since ho 
documented information existed which showed how SUPSHIPS 
Doemeand Grctonswere actually attacking the problem, it was 
decided that a trip to each waS necessary to gain the 
information through on-site interviews. Nearly all persons 
interviewed agreed that the problem was a real one and that 
the questions remained valid despite the progress which taey 
had made. 

Bathy we ceing ~rurtnaest along, was visited first and 
interviews were conductea with the Supervisor; Department 
Heads of Planning, Contracts, and Production Management; the 
New Construction Project Officer; and all personnel 


previously cr presently assigned to the Business Review 
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Staff (BRS). At Groton the Business Review Staff (loscaihy 
referred eo as the Operations SUpPPOLL =Group) was 
interviewed. 

Finally, to gain insight as”°to the performance of the 
puPoniPS and the expectations and guidance of NAVSEA a_ trip 
to Washington was made. At NAVSEA the preponderance of time 
was spent interviewing members of the Contractor Performance 
Division (NAVSEA 054), whose task it is to implement DODI 
7000.2 within NAVSEA. Purener, this Cries acranged 
interviews with several other offices in NAVSEA which were 
involved witn manpower, training, and Speciric projects 
medated to C/SCSC. These offices included the SUPSHIP 
Management Division NAVSEA 074), the SSN 688 project office 
weioe 393), Irident project office (PHS 396), and the Patrol 
Prmemgate project office (PMS 399). 

memenignt seem less difficult and more direct to have 
gleaned the information on organizational structure and 
responsibiiities from the organization manuals of these 
Vacious COmmands; however, it must be remembered that jrnone 
Omeecne field activities had completed validation, thus, 
there was reaSon to believe that organization manuals vere 
not indicative of tne Final outcome of triais and errors 
made. AS it turned out, this was in fact the case. 
Additionally, the interviews were useful in determiaing what 
future distribution of responsibility was intended, as 
Opposed to what was currently in existance, and to what 
extent problems had been encountered. 

The result of these interviews iS an integrated look at 
the triad of government offices involved with administration 
Mame major Contract containing C/SCSC, the SUPSHIP, the 
Project Ofiice, and NAVSZA. (See Appendix A for a list of 


offices interviewed.) 


1s 





If. BACKGROUND 


~— oe oe oe oe eg ew —" oe 


mee ALSTORY 


1. Engagement Concept 


aeGee £4. ] = 


The "Engagement Concept," is the policy which makes 
widespread use of €/SCSC possible. Evolved through the late 
Sixties, this concept was formalized aS policy in 1970 by 
the Secretary or the Navy. In essence this "Engagement 
Concept" (or Involvement Concept aS it is often called) 
implies ioplementation ene an aggressive Gonutract 
Administration Service (CAS) policy based on sound knowledge 
Meee tne contract and the contractor. [Ref. 3,4]. It came as 
meeecwilt Of the reaiization that a contractor iS paid to 
Manage niS program ana should be both required and allowed 
to do so. At the same time the government has an obligation 
to be prudent in the expenditure of public funds, thus 
requiring it to know just how these funds are being spent 
and what, in terms of product or progress, 1S being 
Meamezed, The Chief of Naval Material amplified the policy 
by requiring vigilant review of contractorS who were 
Seeeemoialily sole-scurces or who did a substantial portion of. 
business with the DOD or who otherwise were not subject to 
the economic discipline of the open marketplace {[Ref. 5]. 

The concept requires CAS personnel to become 
familiar enough with their contractor to be abie to 
determine the effect of a Single decision on the 
Semcractor's total performance. To accomplish this requires 
CAS personnel to -pecome intimateiy familiar with the 
contractor, his organization, personalities, systems and his 
thinking. It does not imply government management of 
Goutractor ciier ad Se but rather implies a close 


over~the-shoulder look at what the contractor is doing. 
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Furthermore, to think lixe the contractor, CAS personnel 
must have access to the same information upon which the 
contractor bases nis actions and decisions. 

A Subsequent policy directive, DODI 5000.1, 
reiterates the Engagement Concept for all DOD components, 
and as will be shown, requires a system 1ike the 
Cost/Schedule Control Systems Criteria be used as one way to 
implement the concept. 

Pee EvVOLUtiOnN Of C/SCSC 


ee ee ge ee ee ee — a Se ee 


As eariy as 1950-51 the Department of Defense 
recognized the need for improved metnods of contreclling 
costs and of determining program progress. This recognition 
lead to several innovative systems or methods fron the 
various agencies and from the programs within those 
agencies. Among the first was the Navy developed Progran 
Evaluation Review Technigue (PERT). Because PERT was 
deveioped by and associated with a program considered to be 
very successful (Polaris), it gained popularity and acclain 
an military circles. Subsequently, PERT grew to have 
several modifications, such as PEKT/TIWE and PERT/COST, each 
an attempt to better undexstand program cost, scnaedule, and 
performance. Through the fifties and into the sixties, PERT 
dominated the scene of management information techniques; 
however, it was not without its faults. AS each agency 
implemented PERT or a variation thereot, there gtew a 
proliferation of status reports from each based on different 
agency reguirements and in different formats. Further, many 
Semteractors were unwilling to sacrifice their own internal 
Management techniques evolved over many years. This 
frequently lead to the establishment of "PERT cost groups," 
whose purpose it was to transpose data from the contractor's 
management system into PERT formats. The process was costly 
and resulted in some data being lost or made untraceable in 
the transposition. Particularly complex was the situation 


where one contractor nad to transpose to several different 
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FERT formats imposed by different government agencies. 

| DieeCetoper 19605 “a working group consisting of 
representatives of the three military departments and staff 
@erreces of the Office of the Secretary of Defense, was 
formed to review existing systems and develop a framework 
for an integrated management information system which would 
satisfy the minimum reguirements of program management; cost 
estimating, funds management, and program status. 

BecauSe of dissatisfaction with PERT a decision was 
made by the Assistant Secretary of Defense (Comptrcliler) 
that DOD shouid get out of the business of management 
systems design and should reiy on the contractor's internal 
management systems. tenes necessitated some assurance that 
all contractors would integrate their data about some conmnon 
baseline and that the contractors' systems would be 
effective for government management purposes. The Director, 
Defense Research and Engineering developed the ccmmon 
baseline in the forn of a standard work breakdown structure 
Peeps hed later as Military Standard-@€81.) The assurance 
of effectiveness was addressed through a set of criteria 
which were made a reguirement in 1967 through DODI 7000.2, 
“Performance Measurement tor Selected Acquisitions." The 
criteria were named tne cCost/Schedule Control Systems 
Criteria (C/SCSC) and were evolved from the Air Force Cost 
Schedule Planning -and Control System (C/SPCS). For the 
purposes of this thesis it is important to note that the 
basis for these criteria and NIL-STD-881 was the Air Force 
experience Over Several years with aerospace contractors. 
In 1972 DODI 7000.2 was revised and reissued to comply with 
the higher order DCD Instruction 5090.1, which speaks in 
even greater depth to the policy of managing cost along with 
performance and schedule [ref. 6,7]. 

Since its issuance in 1971, DODI 5000.1 has been the 
DOD policy document for major system acquisitions. Without 
referring to C/SCSC by name, it directs the use of 


Managenent Systems which provide information essential to 
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eftective PEO VeECt management. The criteria described 
include: "“...information should be generated from data 
actually used by contractor operating personnel..., in 
Summarized trorm..., a Single, realistic work breakdown 
structure..., contractor management information systems, and 
reportS emanating therefrom, shall be utilized to the 
naxinun extent PEACE Ca Ole sicne This Saeed fac eee 
description cf C/SCSC in the primary DOD policy document, 
madeeas such, constitutes recoqnition of C/SCSC as a highly 
useful technigue for implementing the Engagement Concept 
fener. 8}. 
The objectives of DODI 7000.2 are: 

Meto. PEGvide Sah adequate basis £or responsible 

decision-making by both contractor management and 

DOD ComponentS, coatractors' internal management 

control systems must provide data which (1) indicate 

WOrK progress, (Aepeover yerelate COsSt, Scpecdile, 

ee technical accompiishment, (3) are vaiid, Eee 

and auditable, and (4) suppl DOD managers wl h 

a O 


information at practicable level 
Summarazation," 


While using the contractor's management control systems. 
The essence of the inStruction is that it sets forth a 
criteria for judging the effectiveness of Such systems. No 
new system is reguilred, nor are any reports required. For 
this reason CySCSC will differ in every company in which it 
is implemented. iis Sed eCratlcalepognt to the contract 
Meteeiiestrator for it makes it clear that to be effective he 
muSt understand his contractor's systems. He can call o& no 
expert to quickly evaluate hiS Situation. C/SCSC is only as 
valuable as the administrator's knowledge of his contractor 


1s thorough. 


DOD Instruction 7000.2 “Performance Measurement for 
mo reCetcumaAecgquasitions,! April 25, 1972. 
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The government utilizes C/SCSC to gain the reyguired 
weoibility into a contractor's operations, through a 
three-phase process; Implementation, Surveillance, and 
Analysis. 

NAVSEA and SUPSHIP experience since the PF contract 
waS awarded to #Hath Iron Works in April 1972, has been 
associated primarily with the implementatioa phase. Three 
years later, no shipouilder has yet become involved to any 
Significant extent in the latter two phases. While the 
intent of cySCSC is to use existing contractors! systems 
Without chance, except where necessary to meet the criteria, 
experience to date indicates that the systens used by 
Shipbuilders do not meet the criteria and do require 
substantial modification. The fact that the criteria were 
developed with the aerospace industry in mind may account in 
part for the difficulties encountered by shipbuilders in 
implementation when contrasted with the wideSpread success 
enjoyed by aerospace PPE us and their contract 
administrators. Nevertheless, implementation has been an 
arduous proces and a real bone of contention between 
contractor and government where snips are involved. 

The Implementation Phase consists of a series of 
reviews (See Fig. 1. for a pictorial display of the 
relationsnip between C/SCSC phases and reviews.) The first 
1S a Pre-award <sévaluation consisting usually of a 
presentation by the contractor of the systems he proposes to 
use to Satisfy the requirements outlined in the Request For 
Proposal (RFP.) The oojective of this evaluation is to gain 
assurance that all parties fully understand that which is 
required by the criteria, and to determine in gross terns 


the extent or work still necessary to achieve compliance. 
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FIGURE 1 


Khe, 50SC PROCESS 


Implementa- 
Evaluation tion Demon- 
of Review Readiness|stration| Accep- 
Proposals (After Reviews Review 
(Preaward)} Contract 
Award) 





SURVEILLANCE 


ANALYSIS 
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As soon as possible after the contract is awarded, 
ah Implementation Review is performed. This review looks 
closer at the contractor's proposed systems, systems 
designs, data, and reports, Systems already in operation 
are examined in-depth and discrepancies ‘are noted. The 
Mmesit provides an early dialogue with the contractor to 
identify problem areas and to establish a schedule for 
subsequent reviews. 

The third review is actually a series of Readiness 
Reviews. Here proyress 1S evazuated and contractor systens 
traced through in great detail. These Readiness Reviews 
provide further ramiliarization with the systems in use and 
provide a last chance for tne contractor to make adjustments 
and refinements pezore final review. An individual system 
successfuliy demonstrated during Readiness Reviews may be 
conditionally validated, the condition being that the systen 
continue to work properly when integrated with all other 
systems. | 

Lastly, a final Demonstration Review is conducted. 
All systems are measured, separately and aS integrated parts 
OL a whole, against the C/SCS Criteria. Complete systems 
descriptions, documentation and reports are provided to the 
government for scrutiny. A successful demonstration earns 
the contractor a validated system and a Menorandun of 
Understanding that his systems meet the needs of the DOD. 
The need for subseyguent reviews to satisfy other vdOoD 
components or fOr other contracts is obviated. 

The entire review process constitutes an orderly yet 
increasingly detalilea look at the GOnLreactor LS 
philosophies, and his methods. These management systems, 
once demonstrated/validated, provide a common source of data 
and a common methodology through which poth government = and 
contractor can controi funds, estimate costs, and interpret 
program status [Re=. 7]. 

The tean which conducts these freviewS at a 


Shipbuilding centzractor is nade up of personnel from 
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Headguarters. Naval Material Command (NAVMAT), NAVSEA, 
SUPSHIP, and the Defense Contract Auditing Agency (DCAA). 
NAVMAT, who has final authority within the Navy to approve a 
contractor's systen, participates in all but the Readiness 
Reviews, and provides the Team Director, a GS 16 Business 
moe industrial Specialist. HWANSEA® participates  injyealeE 
reviews and provides a GS 15 Business and Industrial 
Specialist as Team Chiet, along with two or three other 
Similar specialists at tae GS 15/14 level. The SUPSHIP 
participates in all reviews utilizing whatever talent he has 
available. DCAA also participates in all reviews and 
provides as necessary from one to Six or eight auditors. 
InterviewS with NAVSEA personnel indicated that NAVHAT and 
NAVSEA fairly well dominate during the first two reviews, 
With SUPSHIEF personnel "catching-up" and achieving greater 
Paet2cipation during readiness and final demonstration 
reviews. 

To better understand exactly what this team does 
during the various revierys during inplementation, it is 
necessary to look first at the C/SCS Criteria. Appendix F, 
an extract from the Joint Impiementation Guide, describes 
the thirty-five criteria and serves as the checklist used by 
team members during a contractor review. This checklist 
Shows what must be demonstrated and some of the specific 
questions which must be verified by team members. 

Krovwing what reviews are conducted and what 
questions are addressed during the reviews, there remains 
the question of what skilis are needed by tean members to 
fully comprehend the criteria and the shipbuilder's systems. 
The criteria are flexible and allow oE substantial 
interpretaticn and judgement. The Joint Logistics 
Commanders, including the Chief of Naval Material, set down 
Standards of skill and knowledge necessary to the successful 
implementaticn of C/SCSC. They are as follows: 

Technical content of the contract - Knowledge of tne 


Specizic reguirements of the contractual document including 
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the intent and reasoning benind individual clauses and 
Specifications. 

Engineering design and test reguirements - 
Particularly true with design and development contracts, the 
team must have an understanding of woat it is that is being 
designed, even when the object is still in its conceptual 
Stage. One must understand the engineering processes used 
to bring a concept to reality and hardware and how test 
requirements are established as criteria for measuring 
progress. 

Industrial engineering and production control - One 
must understand the methods’ used in production and 
understand tne inherent efficiencies and disadvantages of 
these methods. He must be able to relate the methods being 
utilized to an actuai time schedule and be aware of tne 
interdependencies of the various elements of the production 
process as they relate to cost and scnedule. 

Accounting or auditing - One must be able to 
Baoerstand the contractor's accounting system including nis 
accumulation ana allocation of costs of labor and materials 
for a given contract and plantwide allocation of indirect 
costs. Additionally he must understand contractor internal 
controls designed to safeguard assets. 

PEOGratmplangning and control =~ One must understand 
time and cost budgeting, the methods by which the contractor 
plans his work and what systems are used to provide feedback 
aS measures cf conformance td original plans. 

Cost and Price analysis -The ability 15 needed to 
independently price work packages and to measure accuracy 
and adequacy of contractor costs and allocated budgets in 
order to determine the adequacy of budget baselines. 

Contract negotiation and administration - One must 
Know in both an informal sense and in a legal sense how the 
contract was arrived at and how changes to it will be 
handled. A knowledge of how the contractor subcontracts for 


parts of the system must be understood. 
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Tae afforementioned Skilis represent the skill 
standard outlined by NAVMAT. There is one area not covered 
by this standard but which is of vital interest in 
See our lading. Ships by their very nature are the most 
complex of weapon systems, usually requiring the integration 
of several lesser but still major systems, such as_ guns, 
missiles, torpedoes, and aircraft. This complexity together 
With the fact that building a ship is more of a construction 
problem than a production oz assembly problem, heightens tne 
need for knowledge in material control systems. Added to 
the list of required skills should be: Material control 
systems - A knowledge of the contractor methods of 
determining material requirements, purchaSing, storing, and 
material allccation, to include bcth contractor furnished 
and government furnished materials. 

In the area of training, the Guide sets a standard 
that "All members snould receive specialized training 
dealing with management control systen concepts, and 
performance requirements and Intecmemeeotatlion prwen to 
participation as team members." Specificaliy, the training 
hecessary includes study of work breakdown structuties in 
Meeerdamce With MHIL-STD-881, an in-depth analysis of the 
Criteria and interpretation of the Criteria conducted within 
a framework established by DOD policy, the functions of 
planning and Sone rol systems for both research and 
development and production type contracts in terms of 
budgets planned, measurement against the plan, and actual 
costs as viewed by both contractor and government. The 
study should also include techniques of sampling and methods 
Of analysis which are necessary for determining the extent 
of compliance of a contractor's systels. Aside from 
Criteria and methods of implementation, training 1s _ needed 
on actual Management systems to enanple future team members 
to zero in on Key control points in a system and foints 
where interdependencies are established making one system 


sensitive to elements of another systen. feam members must 
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thoroughly understand the concept of the budget baseline as 
used in C/SCSC, including budgeted cost of work scheduled 
and budgeted cost of work performed. 

With this as a training standard, the Guide 
recommends the Air Force Institute of Technology (AFIT) 
course, "Evaluation of Performance Measurement Systems." 
This three week course looks in-depth at the criteria and 
interpretations thereof, and then uSes about one-half of its 
class time in problen solving with management systems [ Ref. 
9}. While this course does not attempt to impart the 
functional skills required, it does present fully the 
necessary skills and knowledge specificaliy related to 
m75CSC. AS such, it satisfies the standard for C/SCSC 
training. The functional expertise must be acquired by 
experience and schooling through courses availaple for each 
of the respective disciplines. 

Altnough the Navy does not yet offer a course on 
C/SCSC, there are several courses offered by the Air Force 
Bu@eaniy Cn Specific aspects of the criteria. AFIT offers a 
two week course addressing the surveillance function and the 


Army Management Engineering Training Agency offers a tvo 


week course on the analysis function. In addition the 
Defense Systens Management School offers two shorter 
overview courses for middle and higher level managers. The 


recommended three-week course at AFIT is the only one 
available wnich concentrates on the implementation function 
and the review process. The course not only addresses the 
training skills required, but also well-serves a contract 
administrator during surveillance. (See Appendix B for a 
list of C/SCSC schools available.) 

The last two phases of C/SCSC, Surveillance and 
Analysis are less complex. The Surveillance phase starts at 
Gomtract award and continues thereafter, Although 
overlapping in time with Implementation and Analysis, this 
phase is dafferent in nature. It includes the monitoring 


process. The contractor's systems are periodically revievred 
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and tested to ensure that they operate as intended and that 
no changes in the systems or their use have occurred which 
negate the original validation. The purpose here is to 
SMeure that the data base remains consistent. This assures 
that both DOD and the contractor have a common zero point 
from which to form their independent evaluations of progress 
and cost to complete. The knowledge required here need not 


be as in-depth as was necessary during implementation, for 


rather than ion having to start with nothing and 
familiarize theuselves with several sub-systems, those 
charged With surveiliance start with complete systems 


descriptions. 

fhe Analysis Phase startS aS soon as contractor 
systems start to produce reliable data. It is the process 
of comparing actual to planned progress. During this period 
SUPSHIP personnel must have knowledge of contractor systems 
equal to that required during implementation. Both the 
Joint Implementation Guide ana the Joint Surveillance Guide 
recommené that the Same personnel be utilized to do both the 
implementation and analysis [Ref. 1,10] 

A Sizeable part of the analysis task is mathnatical. 
While the Air Force has progressed to the use of 
computerized programs for analysing C/SCSC data, NAVSEA has 
not reached that stage. Tne output of the contractor's 
systems is data summarized at appropriate levels, in tne 
form of variances between actual costs of work performed and 
budgeted costs of work performed. There are no fixed rules 
as to what variances are significant. Those charged with 
analysis must look at each variance, determine if it is 
Significant, and then trace backwards through the systems to 
analyse trends and locate trouble sources. C/SCSC guidance 
refers to a Memorandum of Agreement between the Project 
Office ana the SUPSHIP, outlining the extent to which the 
SUPSHIP will be responsible for this analysis phase of DODI 
moo0.2 ff Ref. 4). All three cf the projects associated with 
C/SCSC at the SUf£SHIP indicated that they expected the 
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SUPSHIP to do all reyguired analysis, as the office in the 
best position to make meaningful judgements of progress. 
Figure 2. shows an example of the complexity of 

systems which go together to make up the Cost/Schedule 
Control System of one najor U.S. Snipbuilder. To understand 
thoroughly any such array of systems requires the talents of 
several disciplines. Some would fall within the realn of 
industrial engineering, others within accounting, logistics, 
mimeehasitg, contracts, etc. For any one discipline to do 
justice to ali systems would require either exceptionally 
broad, talented people OL a substantial pericd of 
Mieceradisciplinary training. As a Mmininun, a SUPSHIP 
administering a major contract with C/YSCSC as a reguirement 
Should have.the following péersonnei dedicated to the C/SCSC 
minet lon: 

Industrial Engineer 

Procurement Analyst 

Nanagement Analyst 

Materials Specialist 


SOosct/Pcrce Bhalyst or Cost Accountant. 





FIGURE 2. 
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In the course of this investigation it became very 
clear that the way business is conducted within the Navy is 
not always based on any logical and rational decision 
process, but sometimes is the result of an ingrained 
Pabrochialism and a reluctance to change. The following 


quotes, purposely unattributed, were made by high level, 


influencial persons during interviews conducted: "C/SCSC is 
am industrial engineering function." nas is what 
industrial engineers do pest." "Any industrial engineer 
worth his salt can handle this." Nee quick Look <anto- the 


background cf these persons indicated that they had worked 
extensively as industrial engineers, were industrial 
engineers by education, or _ both. Another glance at the 
Skills reguired and Fig. 2., which shows the systems one 
Might encounter, wili show that C/SCSC is not totally an 
industrial engineering function. An example would be _ the 
Procurement System. Althouch the industrial engineer may in 
the course of his education take courses in procurement 
systems, more than likely his depth of knowledge in the area 
1S not Significant. The multitude of reguirenents which are 
government-sfpecific, such as Special clauses in Armed Forces 
Procurement Regulations pertaining to the Smali Business 
Administration etc. are not normally the bailiwick of the 
engineer. An introductory knowledge Or a CuESOrY 
Poem iarization with the subject is not sufficient if 
government is truly to become involved or engaged with tne 
contractor. Further, if such engineers do exist with the 
knowledge and experience to monitor, understand, and 
evaluate the depicted control systems, they are not 
available for hire at the GS 9-12 level. It is not intended 
to down-play the industrial engineer for he is probably one 
of the mcst important members of the implementation tean. 
He would be most knowledgeable in the systems for production 
control, work authorizations and direct labor. On the other 
hand, a materials specialist would be valuable for material 


Sonerol, inventory control, and procurement systens, and the 
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accountant valuable for cost accounting, overhead budgeting, 
and direct labor, etc. The point being, that such systems 
are not the exclusive domain of any single discipline, and 
to summarily assicn C/SCSC as a package to an industrial 
engineering element may deprive the Supervisor and Project 
Manager ci a substantial amount of relevant expertise and 
advice. 
2- kole of the SUPSHIP ian C/SCSC 


During tne era of firm-fixed-price contracting the 
SUPSHIPS had no real incentive to closely monitor contractor 
costs. Their efforts were, therefore, appropriately 
directed to ensuring that the government received a quality 
product at the appointed hour. Involvement with costs were 
to the extent necessary to price out changes, make progress 


payments, and to settle claims. The SUPSHIP organization 


evolved to reflect this emphasis. on performance and 
schedule. The percentage of personnel involved directly 
With the costs or business CSeCe 2s of SOL wae © 


administration has been, and remains, Smail. For example, 
While approximately 70% of acquisition dollars are expended 
in subcontracts and overhead, less than 2% of field contract 
administration personnel are invoived in monitoring tnese 
costs [Ref. 10]. 

It waS not through any Shortcoming on the part of 
the SUPSHIP that this situation developed, for the SUPSHip's 
MaSsion did not include emphasis on the business aspects of 
involvement. It was policy at the time that the internal 
management ccntrol systems of a contractor were not tne 
Peeper concern of the Navy. It ;#@as policy to allow the 
Berkactor to suffer the penalties of inefficiencies in his 
@eerations [ Ref. 3] 

The SUPSHIP organization responded tom Ythas 
disengagenent policy and evolved naturally to emphasize 
schedule and yguality. Figure 3. shows the distributicn of 


personnel among the various departments at the tnree largest 
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SUPSHIPS, Newport News, Pascagoula, and Groton. The size of 
the Quality Assurance (Q/A) department (performance 
Oriented) and the Planning department (also performance 
oriented) are indicative of Chee reemt SLO Cen Teher reno S 
emphasis has effectea SUPSHIP manning. The personnei in Q/A 
are generaliy J/A specialists and shipwork inspectors. The 
Planning department 1S more engineering oriented and 
contains engineers and technicians in the various 
engineering disciplines. 

During the late sixties, the momentun of the 
Engagement Concept constituted a chanyé in mission for the 
SUPSHIPS. Tne iaplications of this new mission have not yet 
been fully realized, but 1t 1S clear that the SUPSHIPS have 
not kept pace with the shift in emphasis (The distribution 
of Fig. 3 represents SUPSHIP manning in 1975.) The 
miceieronal change away from the firm-fixed-price contract 
and towards cost and incentive contracting has further 
intensified the need for SUPSHIPS to become more cost 
conscious, because under these type contracts the government 
must now bear the major Share of cost risk. 

In 1970 NAVSEA, then NAVSHIPS, decided to aiter the 
standard organization py selective authorization of a 
Business kéview Staff (BRS). In a Decision Paper entitled 
*BusinesS and Financial Management in SUPSHIPS," this staff 
Was authorized specifically to add emphasis and talent to 
the SUPSHIPS in order to increase expertise and talent in 
the cost vice technical area, and to develop a cost analysis 
independent of DCAA. However, the BRS was authorized in 
only the three largest SUPSHIPS, Newport News, Pascagoula, 
and Groton. As envisioned, the stafi would consist of a 
Supply Corp. Lieutenant Commander, postgraduate trained, a 
GS 13/14 Management Analyst, a GS 12/13 Financial Manager, 
mma da GS 32/13 Industrial Engineer. A similar stafi was 
also to be formed in NAVSEA, consisting of three financial 


analysts and an industrial engineer. 
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FIGURE 3 
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Notes: (1) Groton distribution does not include 
thirty-five military personnel. 


(2) Newport News Command/Staff includes 
Repair personnel. 


(3) Where the Production Management Department 
ts not authorized, the majority Ol Se 
personnel would be distributed among Q/A 
and Planning departments. 
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The empnasis of the BRS was clearly on the business and 
financial aspects [Ref. 12]. When Bath Iron Works was 
awarded tne Patrol Frigate development contract, SUPSHIP 
Bath joined the "big three" to make it the "big four" and 
was authorized also to establisn a Business Review Staff. 
This authorization was a NAVSEA initiative, not the resuit 
of a SUPSHIP reguest, for no published criteria existed, in 
the form of thresholds or otherwise, which would make a 
SUPSHIP automatically eligible at some point for such an 
augmentation. . 

Not until 1973 was any SUPSHIP organizational change 
issued which specifically recognized and assigned the 
responsibility for C/SCSC surveillance. A new Production 
Management Department (code 600) was provided for, which, 
With one exception, was only a realignment of existing 
divisions (see Figure 4.). The notable exception, was the 
Production rngineering Division (PED), tasked with C/SCSC 
Surveillance and analysis, and several other areas 
Piet uding; safety, COeEKwNG,  —Faciiitles and iIndustriad 
Smeimecring efficiency checks [Ref. 13]. Those tasks cther 
than C/SCSC were previously spread throughout the SUPSHIP 
organization. {Appendix F fully describes the PED 
functions.) 

Unlike the BRS, the Production Management Department 
Memeauthorized at a SUPSHIP upon his attainment of a certain 
threshold, $50 million or more in cost and incentive 
SemeractS With a single contractor. This dollar level 
ensures that any contract requiring C/SCSC also authorizes 
the organizational change. To date, the same "big four" 
have established or are in the process of establishing tne 
hew department. Newport News has since requested and been 
granted permission to disestablish the new PED becaus oes 


Mae no C/SCSC contract in being [ Ref. 14]. 
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3. Related Requirements Placed On The SUPSHIP 
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In’ its effort to instill a business awareness in its 
Gomeract administration activities, and to further implement 
the zngagemwent Concept, Headquarters, Naval Material Command 
(NAVMAT) has recently issued a series of Navy Procurement 
Directives (NPD) compelling a closer 100k at contractor 
@@etce These NPD's are not specifically aimed at C/SCSC, 
but are so closely related, even cverlapping, as to be 
inseparable in practice. 

NPD 20-702.5 reguires each SUPSHIP to establish a 
mOemmronlitol, either an individual or an organizational 
element, to monitor all contractor costs. Among the 
functions ot the monitor ae representation on 
demonstration reviews and maintenance of surveillance in 
connection with C/SCSC. The NPD specifically suggests tne 
Business Review Stari, where authorized, te perform tnese 
mumer tons [ Ref. 15 ]. 

NPD 23-108 requires the SUPSHIP to establish a 
Subcontract Surveillance Program and to assign the 
responsibility to an individual. To ensure that such a 
program is properly drawn and carried out, NPD 23-101.1 
directs the Contractor Procurenent System Keview (CPSR) team 
Pompevilely not only the contractor, but also the SUPSHIP 
Surveillance program [Ref. 16,17}. 

Lastly, a new NPD is in the process of being drafted 
to require SUPSHIPS to nave an individual assigned as an 
Overhead Monitor. This program is tne result of a Logistics 
Management Institute study and SECDEF guidance already 
distributed to SUPSHIPS for information {Rer. 18,19 ]. 

Cost monitoring, overhead GONnseT Oring, and 
subcontract surveillance are all, to some extent, elements 
of any C/SCSC program, and it seems unnecessary, even 


wasteful, to have separate programs and monitors for each. 
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B. CURRENT SCENACIO 


As of this writing, SUPSHIPS Bath and Groton are the 
only two who have made any Significant progress in DODI 
7000.2 implementation. Bath Iron Works, after nearly three 
years of effort, has demonstrated completion of all 
mequarements of C/SCSC and will be the first shipbuilder to 
have ats systen validated. With award to Lockheed of a 
contract to puild two submarine tenders (AS 39/40), SUPSHIP 
Thirteen has recently become the third to have to deal with 
these problems, but has not yet decided just which approach 
at will take. SUPSHIP Eleven, the catalyst for this study, 
has since been relieved of the necessity of implementing 
C/SCSC, as tne Sea Control Ship goes unfuaded. Newport News 
and Pascagoula each have Production Management Departments 
Some bUSiInesS Review Stafis, but no C/SCSC contract. All 
SUPSHIPS are presently wrestling with the responsibilities 
placed on tnem by the new NPD's. 

Bering the <~Implementation phase with all of its 
reviews, the proper skills are made available. Where the 
SUPSHIP is deficient, NAVMAT and NAVSEA supplement the team. 
During the iater phases, such supplemental expertise wiil 
not be available and the SUPSHIP will have to have the 
needed skills within nis own organization. Viewing C/SCSC 
as a continuing process rather than a one-time 
implementation, points then to a period of development and 
meanest icn for the SUPSHIPS, during which guidance and 
Standards are needed. | 

Although there has been a reluctance by shipbuilding 
contractors to accept C/SCSC, this reluctance is breaking 
down as more and more contractors are reporting successes as 
a result of implementation. The trend now 1s toward wider 
use of newly developed management systems on programs where 
there is no formal requirement. Electric Boat would iike to 
try C/SCSC on a major fepair or overhaul contract, and 


Peetonee nds Lequested that its systems at Pascagoula be 
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validated even though no present contractual reguirement 
exists. This growing interest constitutes acknowledgement 
by the shipbuilding industry that C/SCSC has become a fact 
of life. 

Those SUPSHIPS and contractors who have not had to face 
up to CyScsc ace watching carefully the experiences of Bath 
and Grotcn, a description of which is included in the 


following chapter. 
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aes DiStuss Lon 


mm the rollowing discussicn SUPSHIPS Bath and Groton 
feieepe eCxXamined in light of current policy. The approach 
taken by each will be described and compared to this policy 
and to C/SCSC as it was intended. The personnel and skilis 
utilized in C/SCSC implewentation wiil be measured against 
Mmmeoktlis descrinped as necessary by the Joint Logistic 
Commanders. Variances from policy and guidance, previously 
discussed, will be looked at in light of the situation and 
problems encountered by the SUPSHIPS. | 

To the extent that WAVSEA guidance to the SUFSHIPS 
impinges upon their actions, tne role of NAVSEA will also be 


examined. 


fee Organizaticn 


So we ge wt we Qe ee oe eee 


SUPSHIP Bath has been administering since April 1972 
the Patrol Frigate contract with a C/SCSC requirement. The 
Supervisor's organization manual assigns full responsibility 
for C/SCSC to the Production Engineering Division; however, 
the PED is not adequately manned to assume the task. The 
PED was not authorized untii September of 1973, months after 
contract award, and was tuherefore Od available co 
participate in the C/SCSC reviews. The BRS was not 
authorized until May 1974, and it likewise Was not 
available. Forced with the need to implement DODI 7000.2. 
igemecontract award, the Supervisor mas left with few 
organizational alternatives to get the job done. He chose 
mmad hoc "task grollp approach." | 

The Supervisor, himseif, along with the PF Project 


Officer (both military), and other key personnel from his 
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functional codes, made up this task group. Over time the 
Supervisor gradually relinquished his part of the effort to 
other team members. The resultant group, assembled to 
implement C/SCSC, consisted of about five people, each with 
MyocsC @2S an additional duty. | 

As BRS personnel were hired they were utilized 
during the iatter part of the implementation phase, but 
primary cesponsinpility remained with the task group. 
Another reason why the BRS did not get assigned C/SCSC 
responsibiiity was the fact that it has not yet stabilized. 
The staff supervisor has been moved to the contracts 
department and the Supervisor billet remains vacant. The 
Contracts Officer presently double-hats as the head cf the 
Seart. The Procurement Analyst position was filled but 
Subsequently vacated. 

The PED like the BRS has not stabilized enough to 
make On C/SCSC responsibility. The Supervisor stili intends 
to transfer this responsioility to:'the PED aS soon as he 
Can. The intended organization of the Production tfanageient 
Department is aS shown in Fig. 5. The PED will consist of 
two industrial engineers and a clerk. It is intended that 
these engineers wili task other departments for assistance 
in those areas where their expertise 1s inadequate. The 
Supervisor intends to use the BRS as his personal staff to 
Which he can assign problems for stafxr study. Because the 
BRS at Bath has not been, and iS not, intended to be used 
for C/SCSC, it will be only briefly described. Intended 
were a Business and Industrial Specialist at GS 13, a 
Procurement Analyst at GS 12, a Cost/ Price Analyst at GS 12 
fiaea Stafr Accountant GS 12. Only the dlatter twce are 
presently fiiled. 
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2. Personnel 


pee eee 


In the PED, the Supervisor intends to have a GS 12 
and a GS 9 industrial engineer. The GS 12 has not yet been 
fiiled. Available to augment this division when necessary 
Wili oe the deputy department head (600b), a GS 13 
industrial engineer with some previous experience in C/SCSC 
While at Groton. Actually the Deputy Department Head was 
ieee tO 6©chhead)«6€6©6tthe)6PED, but in order to justify the GS 13 
grade level, the deputy biilet was established. 


fee training 


er ees ee 


The Supervisor at Bath, in order to bring his 
people up to speed on C/SCSC did send three personnel to 
AFIT, one to the recommended three-week course, and two to 
the two-week surveiilance course. Later he realized that 
the perscnnel he had sent to school were, for other reasons, 
not the ones he wanted on the implementation team. None of 
the persennel who ee ey Darticipated se Che 
1mplementation and validation erfort had attended any school 
on the subject. Bath personnel were therefore unable to 


make judgements as to the value of available training. 


a. Handling of Reiated Requirements 


eee ere ee ee ee — ——_ he eee ee = SS —— sue eee eS ee 


The NPD established reguirements for cost and 
overhead monitors and subcontract surveillance have all been 
assigned to the BRS which presently consists of two people. 
The Cost/Price Analyst handles the cost monitoring, and a 
mememen DCAA auditor, now Staff Accountant, handles overhead. 
The BRS is net presently manned to handle subcontracts and 
procurement methods; therefore, subcontract surveillance in 
[Mamet y falls out of the BRS and anto the Contracts 


Department. 


WO 





9. Advantages and Disadvantages 


—— eo 


There are advantages to the approach and philosophy 
Of SUPSHIF Bath. The task group or project approach to 
C/SCSC implementation draws from existing resvuurces, key 
personnel and assigns them the responsibility. The process 
1S expedient. The time reguired for organizational set-up, 
familiarization, hiring, and training is saved. The hiring 
and training alone could conceivably take years. His use of 
military personnel may have brought to the task group a 
wider breadth OF knowledge across the Contract 
administration spectrum, at the expense of detailed 
functional expertise. 

The disadvantages are more extenSive. FLrst 7 ate 
additional task may detract from previously assigned primary 
duties, particularly in the case of the Supervisor and the 
peomect Officer. Utilizing key midzitary people during 
implementation may cause problems downstrean during 
Surveillance and anaiysis due to a lack of continuitv. The 
knowledge of the contractor gained during validation may be 
transferred with them. A major disadvantage seems to he the 
possibility that tne proper talent and expertise might not 
be available within the SUPSHIP's organization LO) LOnD such 
a task group. Military officers, generally from the 1400 
community, with years of excellent service in their field 
but without a substantive business or financial background 
might not pe appropriate members of a group dedicated to the 
understanding of a contractor's management ccntroi systems. 
The lack of schooling may lead to spending unproductive time 
mm@ecrzrOrt in a trial and error effort to learn. The lack 
of a formal organizational element responsible for C/SCSC 
may lead to insufficient attention to the task at hand by 
task group members when other urgent matters loom. fhe 
Supervisor's intention to ultimately shift. ail 
PespouSUbrbity to the Production Engineering Division will 


Mibsevagte the fatter disadvantage, but the PED is not, after 


4 4 





two years, manned, and when manned will be made up of only 
industrial engineers. Thus, many of the disadvantages will 


remain. 


Be. SUPSHIP GROTON 


SUPSHIP Groton first became involved with C/SCSC with 
award of the SSN 688 contract in November of 1973, and 
subsequently with frident design and lead-ship Gol tsact: 
The major diffrereace between Groton and Bath approaches is 
that Groton had a BRS already authorized and functioning 
before award of contract. This fact made it easier for the 
Supervisor to handle the new reguirement largely with 


existing assets. 


1. Organization 


Groton, aS stated earlier, has poth a BRS and a PED. 
pec PR is 2 manned and functioning element of the 
Sigdalization. The BES, or as it is locally known, tne 
Operations Support Group maintains overali responsibility 
Lor implementation and analysis phases and provides the 
overview and coordination where the program crosses 
organizational boundaries. The command's view o£ the BRS is 
feate2t should: 

peovide ‘the Supervisor With a nucleus of 
@eoertisSe ih business, <cinanclal, and operational 
management concepts/procedures which can be utilized 
MmemecOcus On proplem aleaS which are: (1) nroader 
than the scope of aiy one Department/StafrI, or (2) 
meee such depth as tO reyqusre an efrort qreater than 
that whach any one Department/Stafti coula support." 

mimeactiality, this description of the ERS £unctior. is 


exactly in line with the thinking and intent of the NAVSEA 


SUPSHIP Groton Organization Manual, SUPSHIP 
Piothwetaon SY50.2, p.3, 1 July 1974. 





a wie 


personnel whc pioneered bRS authorization . The scope of 
C/SCSC 1S such that it meets these criteria for assignment 
to the Groton Business Review Staff. While the staff is 
manned to do the necessary analysis, mt. 1S NOtyecapablierot 
performing all of the necessary surveillance. To accomplish 
fee the staff maintains the total responsibility while 
tasking the various frunctional departments to perform 
surveillance of certain subsystens according to a 
Surveillance Plan. The PED is one of the divisions tasked 
by BRS to do surveiliance, particularly in areas related to 


engineering and production. 


ye Personnel 


meee ee ee 


me BRS 8 at Groton 15 statied by a LCDR (SC) 
Supervisor with a staff of seven men. Six of the seven 
staff members are at the GS-13 level and one is a GS~11. 
fhe expertise includes: a SVSters analyser, financial 
analyst, procurement specialist, materials specialist, and 
aimeeaudi tor. Less emphasis was placed on the Civil Service 
classificaticns of personnel hired than on the experience 
and knowledge of how the shipbuilding industry operates. By 
way of example, Groton indicated that if in Search of a man 
to serve on the staff to monitor contractor procurement 
methods, the order of preference would be; first,someone who 
WaS familiar with Electric Boat procedures; second, someone 
wno was familiazc with procurement procedures in the 
Sreeeuiiding industry in general; third, a Civil Service 
designated Procurement Netnods Analyst Or Procurement 
Analyst. Also , prior knowledge of C/SCSC was not a major 


@eicteria. 
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Only one member of the staff has attended the 
recommended three-week school - put all members have 
developed some knowledge of the Criteria via on-the-job 
raining. The one man who had attended school has become 
one of C/SCSC'S most avid salesmen. Unable to schedule 
convenient school classes, the Supervisor has arranged to 
bring C/SCSC instructors to Groton from wWrignt~Patterson 
during Septemper of this year where he expects to be able to 
educate some twenty-five people at once. Air Force 
institute of Technology, School of Systems and Logistics at 
Woight-Patterson Ait Force Base can provide thiS Service, 
although it 1s not their normal procedure and they do not 


advertise the fact. 


4. Handling of Reiated Reyuirements 


ro ee eee a SS —> — ee ea eee ———. —— So ee eee ee ee 


The BRS is in the process of being reorganized to 
bring together ali of the recent requirements for monitors 
miiteoma Centralized monitoring Eunction. The BRS wiil have 
the responsibility for the monitoring erfort while each of 
the departments is tasked with monitoring those contractor 
systems waich fall within their respective areas. For 
Pxampie: Klectric soar's Direct Labor Cost Control Systen 
falls in the area of production/industrial engineering and 
therefore, may be assigned to the PED. The BRS has the 
expertise to plan, coordinate, and evaluate the PED effort. 
The monitoring effort of these related reyuirements is done 
mamene Same fashion aS with C/SCSC, in that, the BRS has the 
responsibility and does as much of the monitoring as 1s 


practicable and tasks the departments with the remainder. 
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5- Advantages and Disadvantages 


ey ae we eS — = a awa ew * — oe ee oe ow owe Oe Oe ee oe — — 


The advantages of Groton's approach are significant. 
First, it does bring to the SUPSHIP- increased ‘business and 
financial expertise, enabling him to effectively monitor 
Poetmss it integrates the C/SCSC monitoring effort with 
other related monitoring reguirements. Le asSignas 
responsibility to one element, with the necessary skills at 
hand, decreasing the chance that some part of the program 
will be overlooked or "fall PinoUugn, thes Cracks. It has 
long range stability as it aims more at knowing the 
contractor rather than peing aimed at a given contract. ie 
1S a primary duty of an organizational element, tnus 
reducing the chance that 1t wili be forsaken when crises 
arise, as might be the case were it a secondary or 


Somrareral duty. 


The disadvantages are: First, It assigns toa 
staff, responsibility over line elements. This point was 
Meemgmte tO the author's attention by @ member of the PED was 


had been made accountable to tae BRS and was not happy about 
mepeernting cut the fact that variations from perfect line/ 
staff relationships can have side effects. Hos wap precch 
requires additional people and perhaps additional ceiling 
points. tLastiy, recognizing that these are essentially new 
skill requirements for'’the SUPSHIPS, it is a time-consuming 
process to develop a staff of the right peopie for such an 


undertaking. 
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C. THE NAVSEA ROLS 


Tae SUPSHIPS are not centrally managed and 
administered within NAVSEA. They receive direction and 
resources from several NAVSEA offices. NaVSEA {07) is the 
Field Activities Directorate and NAVSEA (074) is its SUPSHIP 
Management PAvisiton, tasked with administering the 
organization, manpower, and training needs of the SUPSHIPS, 
Pricrc to a reorganization of NAYSEA, which brought the field 
activities under one directorate, the SUPSHIP management 
Division was under the Production Directorate as NAVSEA 
(22)>- Performance Measurement and C/SCSC responsibility 
were assigned also under Production in (054). Wath the 
reorganization the SUPSHIPS and control of SUPSHIP resources 
became (074), but C/SCSC remained under Production. The 
Situation now has (054) placing requirements on SU2eSHIPS 
While (074) controls the resources. For example; if a 
SUPSHIP were to reguest from NAVSEA authority to establish 
tees Production Management Department, the request would go 
to (074). Not really familiar with the actual workings o£ 
C75C5C, (074) would send the request to (054) for comment. 
The decision to allow the new department would actually be. 
made by (054). Then (074) would make the decision on the 
extent to which it could provide the resources. The sresult 
is a situaticn of fragmented management of the SUPSHIPS. Wo 
one office has both knowledge of the personnel and skill 
requirements of the SUPSHIPS and control of the resources to 


meet those reguirements. 
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1. Organization Suggested 


= ae See see ee eee ee ee — — ee 


EEO ene wr InSctrucerons, “directives, and policy 
guidance which have been promulgated throughout the DOD and 
the Navy [Ref. 8,20], 1t seems clear that attention to the 
PWeanessS aspects of contract administration is what is 
Meeacd in the Navy if it is to comply with existing policy 
directives. In its suggested organization NAVSEA assigns 
Pyeeoc resconsibility to the Production Engineering Division 
[Ret. 21). NAVSEA'S primary concern is that the job get 
done, the organization used to accomplish this end being 
only or subordinate interest. Since only four SUPSHIPS have 
BEDI S » it Was not possible for NAVSEA to suggest assignment 
of C/SCSC to such a staff unless NAVSEA was willing to 
authorize a BRS at all SUPSHIPS administering a major 
Gomeract. Additionally, it is felt that assignment of such 
responsibilities to a staff would cause it to cease being a 
meer function, the thought being, that continuing erforts 
Pemong in the functional orqanization and not to aée§ staff. 
Pmiewouner aspect Was ciear; that C/SCSC belonged more to tne 
realm of industrial engineering than to any other discipline 
and ; therefore, should be asSigned to an industrial 
engineering element. In summary: it could not go to a 
Static; it had to go to a line element; it should be an 
industrial engineering element. SO goes the reasoning 
behind the PED. In light o£ the previously discussed 
requirements for C/SCSC anaiySsis alone, the PED 1S assigned 
a formidable responsibiiity. 

The fact that NAVSEA through its organization 
Manuals has pretty much dictated the approved organization 
Seerts Licid activities, has been the subject of some 
discontent on the part of the SUPSHIPS. They have expressed 
a desire to crganize as they see necessary to best perform 
frertr functions. A study of the matter by tLogistics 
Management Institute concurred [Ref. 22]. In response to 


thas desire for increased flexibility, NAVSEA is in the 
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process of issuing a new instruction promulgating an 
Organization manual for the SUPSHIPS which will delete the 
organizational sections of the Ship Acquisition Contract 
Administration Manual (SACAM) and the Ship Repair 
Contracting Manual (Repair Manual.) the -impactl, Of" Sts 
instruction may well be to qive the Supervisors the 
pumemecity and flexibility to organize to accomplish the 
tasks aS they see them, keeping NAVSEA informed [Ref. 23]. 
To date NAVSEA'sS guidance to the SUPSKIPS has _ been 
in the form cf authorizations for organizational change. No 
guidance has been promulgated which addresses haw the 
SUPSHIP is to go about accomplishing the new requirements in 
terms of skills required to effectively manage multi-million 


dollar programs. 


Ze Personnel Policies 


oe ae Gee Gee Gee eee ee eee aor a ee Gere ee ee ee Se 


The SUPSHIP Management Division of NAVSEA (code 074) 
administers personnel resources at the SUPSHIP. Within its 
allotted ceiling points, increases in manning leveis are 
authorized on a case basis to field activities. As is_ the 
case throughout the DOD there are pressures to keep manning 
levels low and further, to keep grade levels as low as 
possible consistent with the needs of the Department [Ref. 
24j. “Grade creep," as it is known, iS aa area of major 
concern in government. In this environment NAVSEA must be 
judicious in the asSignment of increased ceiling points, and 
peeana Leady to justify its actions. 

Aside from the management problems inherent in the 


NAVSEA organization, Pitino t the —oropren 25 SUPSHIP 


Q) 


generated. A review of correspondence between the SUPSH.APS 
and NAVSEA concerning requests for additional ceiling joints 
associated witn receipt of a C/fSCSC Gortract cleariy 
indicated either lack of knowledge or lack of interest on 
mre pact of SUPSHIFS. TpOougnelii ss 7UStLideation £606 “new 
Mersonnel iS not conveyed. Ceiling points authorized vary 


Sensa2derably from those ceyuested. As an example, one 
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SUPSHIP, upoh receiving 4a major contract to administer, 
reguested an additional sixty ceiling points specifying only 
that the breakdown would be a certain number to each of his 
departments. No indicaticn of the types of skill shortages 
Or eStimated utilization of these sixty persons accompanied 
the request. NAVSEA's reply was authorization of twenty 
Semiing points. WEChOUL = doing any “Sort ~of tathmatical 
analysis, it did appear that those who ‘justified their 
memuests faired better in their quest for scarce resources. 

NAVSEA did indicate that qe would consider 
M@ienorization of ceiling points ia advance of contract 
aWard, if requested, in order to aid the SUPSHIPS in 
Shortening the administrative lead-time required to get 


organized, but this indication is nowhere documented. 


3. Training Plans 


i ey Gee ee spe ae ower ems ae ee 


Recognizing the inadequacy of manpower resources and 
the increasing compiexity of field contract administration 
NAVSEA has undertaken a major attempt at a training plan for 
SeeoHtP use. The plan, called Skill/Knowledage Improvenent 
Poogeam (SKIFF), attempts to display in a matrix format all 
the functions a SUPSHIP must perform and all the skills and 
knouledge necessary to pertorm those functions. It goes 
further in Specifying the depth or degree of skill reguired. 
for any given function, and lists those courses and schools, 
etc. through which such a skill might be developed. The 
S/KiP written by NAVSEA covers only one organizational 
element of the SUPSHIP. Subseguent portions of the prograrm 
are to be written by the SUPSHIPS for their Own use. 

fhe first part of the SUPSHIP organization addressed 
is the Production Engineering Division, an element clearly 
feeneed ot help if it is to perform its intended function. 
The entire SKIP is based on the asSumption that the SUPSHIPS 
are organized and have responsibilities asSigned in 
accordance with NAVSEA's approved organizaticn cutlined in 


SACAH. because thes Eroducticn Engineering Division 1s 





Supposed to have the responsibility for C/SCSC surveillance 
and analysis, the SKIF for the Preducticn Engineering 
Division addresses C/SCSC skills. A problem here is the 
fact that nc two SUPSHIPS are organized in the same fashion 
despite the promulgated standard. | 

To illustrate, Appendix C, extracted from the pice? 
is a iist of those skills where an in-depth knowledge is 
required for effective accomplishment of the Production 
Engineering Division's C/SCSC responsibility. The list does 
not include those skills where only a cursory knowledge is 
required, nor does it include skilis required for Production 
Engineering DiviSion functions other than C/SCSC. 

Response by the SUPSHIPS to an advanced copy 
distributed for review and comment, was mixed. Most cf the 
affirmative comments indicated approval of the nethod 
outlined of determining skill requirements, ratner than the 
practicality of actuaily implementing the program Ln 
acquiring needed skills. Sone even went to the extent of 
Samemg words to the effect, "The format is good, but please 
don't make compliance a requirement." An interesting 
migeagat into NAVSEA's view of the PED is the fact that the 
Shoe instruction refers to PED members aS engineers, not as 


business or financial people [Ref. 25}. 
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IV. ANALYSIS OF FINDINGS 


we eee em em = a es eS eee eg 


e 


A. DISPARITIES BeTWEEN SUPSHIP AND NAVSEA APPROACHES 


Of the two SUPSHIPS, Bath and Groton, who have 
undertaken C/YSCSC implementation, neither has utilized the 
NAVSEA suggested approach. In neither has the PED been 
given the responsibility intended when it was established. 
Bath intends to work into the suggested organization, but 
due to difficuities in finding qualified applicants (Bath 
being situated in a relatively remote, non-industrial corner 
of the country), and to the time which will be required to 
transfer the necessary knowledge from the task group to the 
Production Engineering Division, the process is likely to 
take years to complete. Groton has no intention of giving 
to the PED the C/SCSC responsipnility intended by NAVSEA, but 
Peegeee 1S Concentrating its cfforts in huilding up the 
Business Review Staff. Neitner Bath nor Groton 1s using 
primarily industrial engineers during amolementation, 
although Bath does antend to uSe them wiaen the Production 
Engineering Division is fully manned. Groton is taking a 
Mier -disciplinary approach utilizing primarily business and 
financial people, but inciuding an industrial engineer. 

SUPSHIP perscnnel are not sufficiently trained in 
C/SCSC and its implementation, and must rely on NAVSEA and 
NAVMAT personnel during early contractor reviews. This 
reliance decreases with Subseguent reviews leading to final 
demonstration review. The point being, that training, 
Ecrmal or on-the-job, nas not been sufficiently timely. 

Although both Bath and Groton utilized military 
personnel tc supervise the isplementation effort, only 
Groton will maintain this posture. Bath's intended use of 
the PED does not have military men associated with C/SCSC 


Qirectly. 
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wee REASONS FOR DISPARITIES 


The reasons for the disparities are in some cases 
Obvious, but in others they are somewhat subtle. Batn's 
failure to use the NAVSZA proposed organization to implement 
C/SCSC 1S easy to see. Practically speaking, there just 
Wasn't time to eStabiish the PED, hire the necessary talent, 
and conduct training. In the view of SUPSHIP personnel, 
this process requires a minimum of one year lead-time before 
the organization is reaily ready to function. Assuming that 
the people you need are available somewhere, the process of 
Writing position descriptions, publishing the Opening 
through the Cave 1 Service Commission, WaltIng fOr 
applicants, interviewing, making a choice, and lastly, 
Waiting for the newly hired applicant to arrive takes fron 
two to ten months. Once people arrive tnere is uSually some 
administrative time reguired for familiarization witn the 
Organization and the job to be assumed. 

e7S5CSC SEhROOlLsGg is 


tt 


. _ ~ at se om - 
wext, but the needea course 


ew 


convenes only guarterly and quotas have to be arranged. The 
C/SCSC Implementation course itself is three weeks in 
M@eatson. Aili of this process is time-consuming, and if not 
started until after the contract is awarded, guarantees tnat 
the SUPSHIP will not be ready to participate in the early 
reviews. 

Mmuenorization for a PED after award of a C/SCSC contract 
forced the Supervisor to form his team by an alternative 
method. So, although the Supervisor agreed with the NAVSEA 
Beeroach, he could not implement it. Bath's use of military 
personnel was forced upon him due to the constraints of 
time. 

At Groton, the reason was one of philosophy. Groton 
disagrees with the establishment of a production/industrial 
engineering crganization to haadle C/scSC, and is organizing 
apong the BRS approach. cyscsc is seen as a task which 


mEosses functional lines and is Larger than could properly 


De 





be handied hy 
lead-time were 
than at Bath 
Sonrtract award 


fomruncticn in 


one department. Although hiring ana training 


still a problem, the impact was less 


severe 


because the BRS is authorized independent of 


and can be organized in advance to 


a more timely manner. 


o8 


be 


ready 








Va VS CONCLUSIONS 


AS a result of the study conducted, the concluSions 
fall into four general areas as follows: 

1. Puce iLO AL Shik Ss eREWULRED: “FOR  €/SCSC-; SUPSHIP 
Groton haS in his organization an elenent dedicated to the 
business management of mayor acquisitions. This element 
does have the skills outlinea in the standard. While 
SUPSHIP Bath has no such element, it did adequately meet the 
requirements of implementation, in large part due to the 
expertise vested in military members of the C/SCSC_ task 
group. Should these military members be transferred, 
SUPSHIP Bath will not have the proper Skills Cor 
Survejllance and analysis. The combination of military 
members and ad hoc approach is not conducive to long range 
Surveillance and analysis. 

Ze Pepe nG SkiLES REQUEKED FOR §~C/SCSC; Neither 
meerP had Significant training in C/SCSC, and neither yet 
meets the standard. None of Bath's, and only one of 
Groton's personnel nave attended the required course. 
SUPSHIP Groton is taking steps to acquire the required 


Peden g DY arranging for the AFIT course to be conducted on 


Site. 

3 OKGANIZATIONAL APPROACHES: The Production 
Engineering Livision is not at a level within the SUPSHIP 
organization that wili allow it to be staffed with 
sufficiently talented and experienced personnel to 
acconmodate C7 SESC and other related requirements. 


Additionally, the PED is too low in the organization to 
aliow it tc task other departments where C/SCSC crosses 
functional jlines. The Business Review Staff appears to be a 
more balanced approach. It draws from several disciplines 


and provides an organizational elenent dedicated to the 
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business and financial aspects of contract administration. 
Pmethermore, it is at a level which does allow for the 
accumulation of the proper expertise and for the CHOsSingaor 
departmental lines. The task group approach serves only 
expedience and is not appropriate for a continuing function. 

G4. THE NAVSEA ROLE: A communication gap exists between 
NAVMAT and NAVSEA in the guidance to SUPSHIPS. NAVMAT has 
ourraned skills and training required to inplement C/SCSC, 
but NAVSEA seems caught up in a concern for. proper 
Organization rather than concerning itself with the skills 
PaieesoxpPertise reguired to properly do C/SCSC as does the 
NAVMAT guidance. ‘the suggested PED indicates a concern for 
C/SCSC but does not address the larger problen of business 
Mahagement of major acquisitions, in that it does not 
provide for the handling of related requirements. These new 
requirements continue to assign new business responsibility 
to the SUFSHIP without aiso providing proper resources and 
guidance. Lastly, the policy of estabiishing a PED ox 5BRS 
after contract award comes too late to be of real value to 
ftom oUPSHIP. 

As stated earlier, C/SCSC is but one tool, but it 
appears to be one with a good degree of permanence. Qther 
instructions and policy guidance emanating from the various 
echelons ot command either supplement, augment, or exist 
alongside CySCSC. For this reason, planning for C/SCSC in 
the years ahead Seems both necessary and desireable. C/SCSC 
implementation within the Navy and specifically within 
shipbuilding is most noteworthy in that it lags behind 
airplanes, missiles, tanks, and satellites (see Appendices 
D. and E.). Perhaps a broader, wore innovative attitude 
would help in achieving the common purpose of ail field 
Senmtract administration activities, which is to properly 
balance their effort among the three ractcrs; performance, 


scheaule, and cost. 





VI. RECOMMENDATIONS 


At this point the last of the objectives of this study 
will be addressed in a proposed approach which incorporates 
lessons learned from those who have been down this road 
before. It is hoped that this proposal will be considered 
on its merits by NAVSEA and the SUPSHIPS. 


A. ORGAWLZATION 


The SUPSHIP standard organization is as it is for a 
multitude of reasons. Only the assignment of C7 SGs eC 
fmeeponsibility within that organization is at issue here. 
it is proposed that NAVSEA authorize a Business Review Staff 
mueeany SUPSHIP where there is a good probability of a major 
contract award. Tais would not include those SUPSHIPS whose 
business is primarily tie adainistration of kxebpair 
contracts. It would include those who are invoived with 
contractors who are actively bidding or negotiating for 
major contracts. Of top priority would be those SUPSHIPS 
wioeare in a position of possible contract administration 
Mien a large contractor, such as Boeing, With its 
involvement in the PHN progran, Or with several fairly large 
contractors, such as the combination of Todd, Lockheed, and 
Boeing, or the combination of Todd, Rohr, and NASSCO. Those 
SUPSHIPS who have to deal with a very large contractor or 
several major contractors are in a situation where a 
centralized monitoring element is needed for C/YSCSC and 
other reguirements related to the involvement concept. The 
staff should be authorized and ceiling points allotted as 
WaS originally intended and previously described (see page 
30). This BRS should be given fuil responsibility for DoDI 
7000.2 and the cost and overhead monitoring requirements of 


the NPD's. 





The Production Management Department and its Production 
Engineering Division may be established, if desired, to meet 
other requirements, but should not be tasked with primary 
C/SCSC responsibiiity nor established for that purpose. The 
mew need not be established at all, as is the case at 
Newport News. Use of such a centralized staff serves to 
ensure that the HuSiness aspects of contract administration 
are addressed and have a recognized place in the SUPSHIP 


emganization. 


Pee FERSONNEL 


The BRS snould initially include a Lieutenant 
Commander (postgraduate trained in Acquisition WNanagement), 
a GS 14/13 Management analyst, a GS 13/12 Procurement 
Methods analyst, and a GS 13/12 Industrial Engineer, each to 
handle ccntractor systems related to his discipline. When 
the SUPSHIP has a major contract to administer and the 
fmerementation phase is in full swing, additional staff 
members recommended would be a Cost/Pprice Analyst with 
auditing background to serve as overhead monitor and DCAA 
diaison, and a Materials Specialist knowledgeable in the 
Materials aspects of the shipbuilding industry. Both should 
be at the GS 13/12 level. Such staffing will allow the 
SUPSHIP to meet the skill standard previously outlined, and 
momcompine C/SCSC with other monitoring functions with a 
Minimum of duplicative effort. 

The ivil Service job classifications are less 
important than the actual experience desired. For this 
meason Position Descriptions are critical. The concept of 
MeeresceG 1S not difficult and can be acquired by careful 
reading of the instructions and published guides (Refs. 
fro, 20] or througn short schools; therefore, emphasis aps 
feeding should not be on previous C/SCSC experience, but 
Father on past experience in a functional area particularly 


Memmi relates to shidbuilding. Position Descriptions should 
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De directed at a search for knowledge in areas such as 
Materials, budgets, and work breakdowns which cannot be 
Bougnt in a short period of time. 

The staff should be civilian except for its Supervisor 
who should be Military in order to have in that position 
someone who haS a broader perspective of the acquisition 
process amd) 2S not, likely ‘to suffer from funct imped 


loyalties. 


Cee LCRALNING 


The Lieutenant Commander, or senior member of the BRS, 
Should attend the five day C/SCSC Course for Functional 
Managers at the Defense Systems Management Scnool at Fort 
Belvoir. At least .two of the other three initial members 
Should have previous experience with C/SCSC or should attend 
the three-week "Evaluation of Performance Measurenent 
Systems" course at the Air Force Institute of Technology, at 
Wright-Patterson Air Force Base, Chia, and attendance hv all 


members is highly desireable. 
D. ADVANTAGES AND DISADVANTAGES OF RECQHNENDED APPROACH 


By authorizing the BRS at certain SUPSHIPS before 
actual award of any C/SCSC contract, there exists the 
possibility that some SUPSHIP may have a starf of four 
persons and no contract. This would certainly constitute 
overkill and a disadvantage. Also the suggested GS 14/13/12 
talent is expensive and does contribute to an already 
BOp-neavy Civil Service profile. 

The advantages outweign the disadvantages. Barly 
establishment of a Business Review Staff, independent of 
contract award, gives the SUPSHIP time to respond and be 
ready to pertorm his mission upon execution of a contract. 
It constitutes a planned approach to an imminent problen 
rather than a reaction to an existing problen. Lead-tine 


aliows for a more thorough hiring process giving the SUPSHIP 
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the ability to find and hire the man who fits rather than 
hiring a man and making hin fit. Where training is still 
Becauired after selective hiring, there is time. Time to 
train personnel may allow hicing at the GS 12 level rather 
than buying knowledge at the GS 13 level. Probably the 
dargest advantage 1s that it brings together a broad range 
Seeexpertise which can provide the Supervisor with 
evaluative material and recommendations relative to tie 
business/manaygement piactices of the Shipbuilder, in 
Gempliance with the concept of "Engagenent,'' and with DODI 
SG¢0.1. 

This ajrroach is based on ae need for business and 
management acumen within the SUPSHIPS. It does not see the 
problem aS a need for industrial engineering expertise 
beyond that which has been discussed. This may be an 
advantage or a disadvantage depending on the reader's 
background. 

Lastly, some compendiun of approaches taken, lessons 
learned, triumphs and failures should be nade availabie tio 
Mem oupervisors of Shipbuilding to aid them in achieving 
their mission objectives with a minimum of costly trials and 
SrEeors. This study might serve aS a start “on such a 
compendium. Regardless of the approach taken by those who 
in the future must make this decision, the more exhaustive 
the alternatives considered, the more likely is the decision 
to be a good one. ThaSs approach 25 Dur “one » here 


alternative. 
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APPENDIX A 


OFFICES INT ERVgewW ED 


Eleven 
Bath 
Grotcna 


Talrteen 


NAVPRO Sikorsky 
DCAS Boston Region 


NAVHAT 
NAVSEA 


SUPSHIP Management Division 


Operations Branch 


Resources Branch 


Contractor Performance Division 


BuSiness Review 


Cost/Scheduie Control Systems 


Patrol Frigate Ship Acquisition Project 


Trident Submarine Ship Acyuisition Project 


metack Submarine Ship Acguisition Project 
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APPENDIX 5 
C/SCSC TRAINING COURSES AVAILABLE 


Mosse Course for Progran Managers -2 1/2 days, Defense 
systems Management School (DSHS), Fort Belvoir, Vixrginia 
frucovon354-5220) 


Myeeoc Course for Functional Hanagers <5 days, (DSS) 


Evaluation - cr Performance Measurement Systems -3 weeks, Air 
moeeee Institute o£ Technology, School of Logistics (AFITSL), 
Weoeight-Patterson Ka Force Base, Ohio (autovon 
787~-2228/4802) 


Surveillance of Performance Measurement Systems -2 weeks 
eer iiSL) 


Managing with Contractor Performance Data -2 weeks, Army 


Management Engineering Training Agency (ANETA), Rock Island, 
ie). 
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APPENDIX C 


Pop eon ols LR EOUp ME) BOR C/SC SE 
ABS ICRC LED PROM (S/ KEP 


Be BUSINESS -Skill, knowledge, and capability of 
determining, evaluating, and understanding the general daily 


business operations of a contractor. 


A-1. Organization: Skill in determining adequacy of 
BemtractoOr Organizations. Capability of analyzing 
organizational Charters and their functions in relation to 
Satisfactory accomplishment of the job. Skill in 
determining how the contractor fits into his corporate 
Structure. In-depth understanding of complicated 


organizaticnal charts. 


A-~2. Planning: Skill in determining adequacy of the 
contractcr's planning system. Knowledge of the planning 
Syerwe LrOMm pre-award of contract to product delivery. 
Knowledge of how various organizational elements interface 
for overall flanning purposes. Capability of planning a job 


by incorporating the resources required for total planning. 


A-3. Scheduling: Knowledge of the contractor's scheduling 
System. Skill in cetermining the adequacy of contractor's 
schedules. Skill in understanding various types of 
scheduling techniques and their adequacy for the purpose 
applied. Capability of determining adequacy of a particular 


schedule. 


A-~4. Budgeting: Knowledge of the development of a 
contractor's kudgeting system. Capability to recognize 
Mpether budgets are too high or too low for the specific 


job. Capability to recognize the management reserve budget. 
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A-5. Industrial Accounting: Knowledge of accounting 
terms,e.g., overhead direct cost, indirect cost, management 
Meaerve, etc. Capability to perform reconcilliations of 
complicated reports. Knowledge of how overhead rates are 


derived. 


A-6. Managements; The understanding of contractor 
management teéechnigues and how they are applied. The 
understanding of ccntractor management procedures and the 
analysis of their effectiveness. Understanding of the needs 
of contractor management in order to eifectively manage a 


progran. 


A~7 Contracts: Knowledge of the various types of contracts 
and their use. Knowledge of the content of the general 
provisions of a contract and the reason for special contract 
provisions. Knowledge of who within NAVSEA writes the 


contract and aow input can pe provided. 


A-8. Work Breakdown Structure (W5S): Skili in ascertaining 
if the WBS is complete and personnel are assigned work 
responsibilities. Capability of tracing elements of work 
from the lower leveis of the WBS up to livel 1. Skill in 


developing the Government's WBS for the coatract. 


A-10. DODI 7000.2: Knowledge of DODI 7000.2 and NAVAT 
P2540 and their application and use in a contract. 
Capability of determining if a contractor's cost schedule 
System meets the intent of DODI 7000.2. Skill in 
ascertaining changes to a contractor's system in relation to 


meeting the intent of the validated system. 


B. ANALYSIS - Skill, knowledge and capability ot performing 
a variety of analytic techniques to correctly evaluate 


cContractcr provided information. 


B-1. Analytic: Skill in reviewing the various elements of 


Mme contractcr's position in proper Denepeetiy ew Capa elliey 
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of bumping the contractor's position against a 
pre-determined workable concept. Skiil in applying 
mathematics to formulate a Navy position. 


B-2. Reconcilliations: Capability of sorting through 
various reports to verify contractor statements. Knowledge 
of which reports or computer runs will provide the data 
required and if such data is valid. Knowledge in the use of 


desk calculators and advanced mathmatics. 


B-3. Cost Analysis: Capability of determining the validity 
of contractor's price proposals. Capability of determining 
the validity of the standards used for determining price. 
Capability of developing escalation factors and applying 


them to the ccntractor's price to determine its validity. 


C. PRODUCTION - Skill, Knowledge and understanding of 
hardware, software, personnel, and technigues used in 


Saepyard production. 


C~1. Estimating: Skill in identifying adequacy of 
contractor's budgeting of work, e.g., are work packages 
budgeted too high or too low. Knowledge of the contractor's 
estimating system. Sxill in determining the adequacy of the 
contractor's estimating standards and if derived in a 


logical manner. 


C-2. Shipyard Skills and Trades: Understanding of skill 
requirements for various shipyard trades. Capability of 
distinguishirg the difference between good and poor 

workmanship. Knowledge of trades required during various 


construction schedule time frames. 


C-7. industrial Engineering: Understanding of plant 
layout. Capability of developing facility analysis and 
ascertaining skill reguirement analysis. Skill in 
determining adequacy of production menthods. Knowledge of 


industrial engineering in the shipbuilding industry. 
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C-8. Plan Understanding: Skill in understanding the gost 
difficult, engineering drawings and in visualizing potential 
drawing changes. 


D. SUSHIP INTERFACES - Knowledge and understanding of 
relationships and interfaces between and amcng government 
and non-governmental organizations interfacing with the 

- SUPSHIPS. 


D-1. Navy/Ccntractor Relationship: Knowledge of Navy 
policy governing communications with contractors. Knowledge 
of proper methods and channels for discussions witha 
contractor, documentation of discussions/meetings with 
contractor, formal written communications with contractor. 
Skill in properly chalienging contractor statements or 


letters with facts formulated from in-depth Navy reviews. 


Dege SACAM: Knowledge of the Ship Acguisition Contract 


mommrstrcaricn Manual and its effects on a SUPSHIP office. 


D-5. SUPSHIP/NAVSEA Relationship: Knowledge of who tae 
Cognizant SHAPMN for a particular contract is, who to call in 
NAVSEA for assistance with particular probiems. Skill in 
identifying problems requiring solutions at SUPSHIP or 
NAVSEA level. Understanding of NAVSEA and its various field 


activities and their places in the program cycle. 


D6. Change Order Cycle: Knowledge of the Change order 
Eyete in a particular contract and MIL-STD-4&80. Knowledge 
G6f who initiates chanye orders. Understanding of 
engineering change proposals initiation and process of 
becoming formal changes. Knowledge of negotiations of the 


change up to adjudication. 


SePGENERAL - Skill, knowledge, and capability of various 
procedures and techniques that assist SUPSHIP personnel in 


daily operations. 


G-1. Technical Writing: Capability of writing technical 





reports cr letters in a clear, concise, comprehensive 


manner. 


G-2. Verbal Communications: Capability of statiny what has 
to be said ina clear manner that is understood by all 
people. Capability of chairing meetings and leading 


discussions that produce constructive results. 


G-3. Math and Statistics: Capability of using mathematical 
principles in computations needed in other skill/knowledge 
reguirements. Knowiedge of basic statistical terminology. 


Abality to interpret and use Statistics correctly. 
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APPENDIX D 


C7aCSoC ACCEPTANCE, Veta DATIONS 


CONTRACTOR 


—_—— ee oe ey? ee ee ee ee we anne oe aw 


Poet ELECTROSYSTE&ENS Eee Ue Oh ae A 
AEROJET LIQUID ROCKET ' TITAN IIT AF 


AEKOJET SOLID PROPULSION MINUTEMAN 

AVCO MINUTEMAN AF 
AVCO A-x% -o 

AVCO GOVERNMENT PRODe ABRES AF 

BELL AEROSPACE HEEL PERS Mo a 
Bert ABROSPACE MINUTCMAN o 

Pei it LiCOPTER ATK HELICOPTER A 
Ber HELICOPTER eee SC er 
BOEING AWACS a 

BOEING MINUTEMAN oa 
BOEING SRAM AF 

BOEING SRAN©® PROD? oa 
BOEING VERTOL HLH a 

BOLING VERTOL UTTAS A 

CADILLAC GAGE eo 

Seer sLik DEFENSE eS eu 

SaaroLER DEFENSE ak 


PLEpon Leon f 
TITAN Iilt # 


COLLINS RADIC 
MeEcO ELECTRONICS 


FAIRCHILD REEUBLIC A-X a 
fmeeeRCHILD REPUELIC A-10 A 
FNC NRoveHICV 1 


STINGER MSL oO 
Rea dd AL 
C-5A ENGINE AF 


GENERAL DYNAMICS 
GENERAL DYNAMICS 
GENERAL ELECTRIC 
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GENERAL 
GENERAL 
GENERAL 
GENERAL 
GENERAL 
GENERAL 
GENERAL 
GENERAL 
GoNERAL 
Sie ofLV 
foo SYLV 


PoeECrERIC 
ELECTRIC 
ELECTRIC 
ELECTRIC 
Ee CLRIC 
ELECTRIC 
moe CTR IC 
MOTOES 
MCTORS 
ANIA 
ANIA 


HONEYWELL 


HONEYWEL 


L 


HUGHES AIRCRAFT 


HUGHES A 
HUGHES A 


LTRCRaAFT 
PRE KAT T 


HUGHES AIRCRAFT 


IBA 

KAMAN AE 
mer rON S 
mer rON S 
LOCKHEED 
LOCKHEED 
LOCKHEED 
LOCKHEED 
LTV AERO 
LTV AEKO 
MARTIN & 
fae liN M 
HARTIN i 
MARTIN M 


ROS PACE 
ee S 
eon &liS 


SPACE 
SPACE 
ARLETTA 
ARITETTA 
ARLETTA 
ARILTETTA 


HCDONNELL 


MCDOWNZLL-DOUGLAS 


NORTHROP 
Pat LCO-F 
pid LCO-F 


ORD 
ORD 


B-1 ENGINE 


AF 


IFA ENGINE a 


GAU-8 a 


Soe oie Nore oA 


UTTAS a 


MINUTEMAN AF 


MINUTEMAN © PROD? 


HLH a 


X4-1 TANK SYS A 


A-X of 


“MINUTEMAN a 


ADAH a 


MINUTENAN PROD) 

MAVERICK AF 

COBRA ARMAMENT A 

F-15 AVIONICS AF 

MAVERICK ©PROD? go 


DNA a 
AWKRS a 


AN=TSO= 73.4% 


TOS A 
ABRES AF 
S=3 0 


POLARIS-~ POSEIDON 


ARSV a 


DEF SUPPORT AF 


LANCE # 


CLGP-SAN=-D a 


SAFEGUARD A 


Lian: abe Ae 


SITE DEFENSE # 
F-15 AF a 


ABRES Af 
IFA a 
F-15 a 


REL LPERE SLs 


08 


LRKIDENT. oN 





bal LCO- FORD 
PRATT WHITNEY 
PRATT WHITNEY 
RADIATION SYS 
RAYTHEON 
RAYTHEON 
RAYTHEON 
RAYTHEON 
RAYTHEON 
RAYTHEON 

RCA 

RCA 

RCA 

ROCKWELL INTe 
ROCKWELL INTe 
ROCKWELL INTe 
Speen at SYSTEMS 
pot OKROL 

TRACOR 

Mite ok St kNS 

PRW SYSTEMS 
UNITED ALRCRAFT 
UNITED TECHNOLOGY CENTER 
UNIVAC 

UNIVAC 

WESTERN ELECTRIC 
Moor ban ELECTRIC 
WESTERN ELECTRIC 


A ARMY 

N NAVY 

mee ALR FORCE 

* ARMY AND AIR FORCE 
BeeRI—-SERVICE 


Hoalor Lidl va 


Pe 15 (f= -o8 om 


fa vot 14 


€PROD? o 


Def SUPPORT AF 


HAWK o 
SAM-D a 


SIDEWINDER oa 
HAWK ©PROD? ao 


AEGIS o 


SAFEGUARD oa 


441 AF 
SATCOM A 
AfZGIS a 
MINUTEMAN 
NINUTENAN 
MINUTEMAN 
PF COMBAT 
MINUTEMAN 
MINUTEMAN 


# 

CPROD? AF 
oh alhe 
Seo ia 
fe 


Ar 


DEP SUPPORT & 
SiTE DEFENCE A 


UITAS a 

TAN ee 
MINUTEMAN 
MINUTEMAN 
SAFEGUARD 
SAFEGUAXD 
SAFEGUARD 


Af 
# 
CPROD? a 
A 
A 
A 
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APPENDIX E 


NAVSEA PROJECTS CURRENTLY UNVALIDATED 


ZTRIDENT INTEGRATED RADIO ROOK ~--ITT 

mee DENT DESIGN --GeNERAL DYNANICS, ELECTRIC BOAT DIV. 
eo 68S --GENERAL DYNAAICS, ELECTRIC BOAT DIV. 
TRIDENT SONAR --1I83BH 

SEA CONTROL SHIP -NASSCO 

See ACE EFFECT. SHIP --3ELL/ROHR 

Men DERS --LOCKHEED 
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APPENDIX F 


PRODUCTION ENGINEERING DIVISION FUNCTIONS 


The Producticn Engineering Division shall: 

(a) Maintain surveillance, and evaluate changes to 
contractor's cost and schedule control system to  ensuce 
compliance with contractual requirements. Ea entire y 
policies, practices or procedures that are not effective; 
not in accordance with contractual requirements; or not in 
compliance with the procedures demonstrated in DODI 7000.2 
validation. : 

(b) Document the Performance Measurement Baseline 
budget for each contract, track and report performance 
trends in terms of Budgeted Cost of Work Scheduled, Budgeted 


Cost of Work Performed, and Actual Cost of Work Performed. 


Conduct variance analyses to identify Poeene sce 
cost/schedule preplens, their causes, and proposed 
corrective action. keconcile external Cost Performance 


Reports with contractor's internal data. 

(c) Develop and maintain sufricient familiarity with 
the contractor's cost estimating system and cost experience 
to participate effectively in evaluation of contractor's 
cost proposals and budgets, 

(d) Investigate, evaluate, and report on contractor's 
Meoduction crocesses and productivity. identify corrective 
actions that could be taken to correct areas of inefficient 
work methods, equipment, facilities, low productivity, or, 
adverse performance trends. 

(e) Investigate, evaluate and report on contractor's 
production facility matters as they relate to ship contract 
work; including the allocation of facilities to contracts, 
maintenance actions, iuwprovement plans, and plant equipment 


procurement programs. Identify Government actions required 
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to support or modify these activities to ensure cost 
effective performance on Government Contracts. 

(ft) Develop, implement and carry out a continuing 
program to ccmpare the costs of work items, functional work 
areas, and/or contracts with similar work performed by otaer 
SenLcLactors. 

(9) Develop SUPSHIP's position relative to the 
Gemeractor’s capability to produce under a new contract, as 
a part of a Pre-Award Survey effort. 

{h) Monitor the contractor's docking program for Navy 
ships. This includes surveillance of eacn docking 
Operation, training of SUPSHIP personnel, reviewing written 
Ppeeeedures of both SUPSHIP and contractor, auditing the 
maintenance condition of the contractor's docks, etc. 

(i) The development and promulgation cf procedures for 
the safety and protection of government property such as; 

(1) Nuclear accident/incident 

(2) Heavy weather : 
|) Oxygen charging 
(4) Battery charging 
(5) Environmental protection 
(6) Watertight integrity 


(7) Fire protection 
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APPENDIX G 
COST/SCHEDULE CONTROL SYSTEMS CRITERIA 


CHECKLIST ITEMS NO REMARKS 


“TI, ORGANIZATION 


COR He sete seoesesesereseserttees 
PeeHO Hee eeeeeseeeeoccersoesete 
OORT Ome Here eeeteeeresreceeece 
CHHREHER EHO e ee oe et OR OR EEE EOD 
CORP CORP ee eo esereerrEstsesesens 
COHCHS cere ee oserertecerceseseee 
Coe eee eee eessreeseoceescesecs 


PeOEPrINE ALL THE AUTHORIZED WORK A 

; ND 
RELATED RESOURCES TO MEET THE REQUIRE- 
MENTS OF THE CONTRACT, USING THE FRAME- 
WORK OF THE CWBS. 


COP eeeeeeces sere eseseceseeseces 
CHa edocs reser teeeereceseencsces 
Ceeeeeteeceseseserseoecrcsgeoeecs 
COHCK ATCC Eee ee eereereretesssoes 
COM e ede teen eeeereeseseseevesse 


SFR GeGgeseeteeeeeseFeeeeesesseeose 
CeCe BeeeteHetteooeseveseesece 
CCP eeFeeeseeeeseeseneeseseseses 
CCSeeeeeeseseeseeeostevoeseeereeeeoeoeeose 
Set epeeeeseeseseeseeseseeeetoseee 
Peteetesaeteteseteeeseesesteseese 
Cheeses eseoe se serereseseeeseoseee 
POGR Cee eeteeeseseeeeeen ee teooese 


CJ 
” 


a. Is only one CWBS used for the contract (atta 
copy of CWBS)? a 


b. Is the contract work statement relatable to elements} 
of the CWES and the project summary WBS? 


ce. Are the following items included in the CWEBS 
(annotate copy of WBS to show elements below) ? 


(1) Applicakle project summary WBS elements. 


(2) Contract line items and end items. 


lo Semen Be 
ae tre a 
me 


(3) All WBS elements specified for reporting. 


| 
: 
| 


(4) CWBS elements to be subcontracted, with iden- 
tification of subcontractors. 


(5) Cost accounts. 


Babee peeeeetesetseteseseeeereete 
eseeeeeeeeeeeseoseeeteotstssertee 
erpeseeeeeweeetoseeetseet eeeeee t= 
ebhesetsesseeseseteoseseeseseeerer 
Ceeeseeeeseeesesreereese ens toneeee 
eeeeeeteneeseeersesesceteeereeeee 


Zee NTIFY THE INTERNAL ORGANIZATIONAL 
ELEMENTS AND THE MAJOR SUBCONTRACTORS 
RESPONSIBLE FOR ACCOMPLISHING THE AUTHOR- 
IZED WORK. 


eee e se eeeeseee ose. cerecesertes 
Pees eeeeesereseseeesesessoeseses® 
Cece ete maesecees ses eteeetHeeoaoes 


eeenes 

Ceeesesceeheseassesessanaza-e 
eeeseeee tose eseoeeseteeseeerseeee 
eateseeeeeseteeseseeresesesee ese 
eeeeeeeeeeeetest eet oseaeeseee een 
Cece eestesaeeeesesceeseotoesseeone 
estes eseeeseeeeeseereeoeseseee ses 
eet Sete eeetesesteeseeseoosereaeee 
Cee eeeeeseeeeesen er eeeeeete eee 
Coesesceeeeestoeseeteseseseeeeeese 


a. Are all authorized tasks assigned to identified or- 
ganizational elements? (This must occur at the cost account 
level as a minimum. Prepare exhibit showing relationships. ) 


b. Is subcontracted work defined and identified to the 
appropriate subcontractor within the proper WBS element? 
(Provide representative example.) 


. 
. 
. 
rere 


Seco eeeneseseeseeeeesetereseses es 
PeSeesssereeeseeeteoseseseseeee® 
eee tees ereereeseeeeeenr eer eee 


8. PROVIDE FOR THE INTEGRATION OF THE CON- fe ee 


eee e eee sere es sees eeoeeseer ere 
SCeeececccesee sess eeeseesest ere 


Mme LOR’S PLANNING, SCHEDULING, BUDGETING, epee ct Pues ennai 


WORK AUTHORIZATION, AND COST ACCUMULA- OCR Vries 


TION SYSTEMS WITH EACH OTHER, THE CWBS AND Coen csess cece: 


eee etesecsesetreeeeereres 89908 
Coe eecereeecnseesneeereeeeseeee? 


THE Owe NIZATIONAL SMeuUCrT URE. (Reference eu tsiauece geese ee 
_ format 1.) poe eee eece ee 
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a. Are the subsystems listed above integrated with each 
other, the CWBS and the organizational structure at the 
following levels: (Use matrix to illustrate the relationships.) 


(1) Total contract? 


(2) Cost account? 


4. IDENTIFY THE MANAGERIAL POSITIONS RE- 
SPONSIBLE FOR CONTROLLING OVERHEAD (IN- 
meme Cl COSTS). 


a. Are the individuals responsible for the planning and 
control of indiréct costs (overhead) clearly identified? 


5. PROVIDE FOR INTEGRATION OF THE CWBS 
WITH THE CONTRACTOR’S FUNCTIONAL ORGANI- 
ZATIONAL STRUCTURE IN A MANNER THAT PER- 
Mets COST AND SCHEDULE PERFORMANCE MEAS- 
UREMENT FOR CWBS AND ORGANIZATIONAL ELE- 
MENTS. (Reference format 1.) 


a. Is each cost account assigned to a single organiza- 
tional element directly responsible for the work and identi- 
fiable to a single element of the CWES? 


b. Are the following elements for measuring perform- 
ance available at the levels selected for control and analysis: 


(1) Budgeted cost for work scheduled? 


(2) Budgeted cost for work performed? 


(83) Applied (actual) costs of work performed? 


IL, PLANNING AND BUDGETING 


1. SCHEDULE THE AUTHORIZED WORK IN A 
MANNER WHICH DESCRIBES THE SEQUENCE OF 
WORK AND IDENTIFIES THE SIGNIFICANT TASK 
INTER-DEPENDENCIES REQUIRED TO MEET THE 
DEVELOPMENT, PRODUCTION, AND DELIVERD RE- 
PUIREMENTS OF THE CONTRACT. 


ne 


a. Does the scheduling system contain: (Prerare ~- 


hibit showing traceability from contract task lev.: 72 WeTK | 


package schedules.) 


_ ee ee eS ee 











(1) A master program scheduie? 
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eeeeeaceeteeeerecaeeteesaeeses 
Beeeeeeeseateeeeeesseeeeess 
eGeoseeseeeseteseseaseeesese 
eeeeeeeseseg ee eeeeeataesene 
ee eseceeeaeeeseesateeeeeaee 
Ceeeectoocsseeseseoseraates 
eeceetteaccaccaccaactacates 


FECRITERIA 





Poeeeeseeesesoseseeesesegoes 
Cece esesessecesessteoneesens 
See etessecseeteseesoseseens 
Peeeecocsseseeeeeceecesesese 
eee ease Reeser aateseetceeteese 
Coeeeeeeccertesesaaseaseeete 
Coeeeeescvesserseeeecsenesss 
Seceeeeneeosgcessesessesasone 
Cece ee sees eresseeoseoeeesesece 
Ce eeseseeseoreacecereartiaooees 
aeeeeceeersesseoesseetesesecs 
Seesetoestacseeeeeeeseescesetes 
eeteseseaceeeaesseeeseeesestecs 
Cece chars rteeeererceceseaseses 
Seceeeseeeeeeestoeteseesesese 
Cece eses ee eeetsoseteseeeenes 
Geeeeseeeeesreseesesacseeeeee 
eeece 


Cee ett Heeestosreseeesseoesed 
eseeeeetetesceeereeeseaseeese 
@eeesecesetsessevraeteseeeseees 
eeeteeooseeseeeoesesesesestsad 
eeweeteoeseerreeseeteseseseete 
Ceceeeseeeeesereersreegeseoveeas 
eeeeeeeeseetoesevreseeteseteon 
eeeseeeereeeeteecresressesetese 
Set eeteossesceerestesesseeoetonooe 
@eeeetesesseeseeseeeesreseososes 
@Peeeeetseeeosereaseeestoessene 
eeeeeteesesetersesteseoateeeese 
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. he mee schedules as required which pro- 
vide a logical sequence from the master schedul 
account level? pe LORE 


(3) Detailed schedules which support cost account 
and work package start and completion dates/events? 


b. Do key milestones identify significant constraints 
and interfaces? 


_¢ Does the scheduling system provide for the identifi- 
cation of work progress against technical and other mile- 
stones, and also provide for forecasts of completion dates 
of scheduled work? 


d. Are work packages formally scheduled in terms of 
physical accomplishment and reflected by calendar dates? 


Peo eNTIrFY PHYSICAL PRODUCTS, MILESTONES, 
TECHNICAL PERFORMANCE GOALS, OR OTHER 
INDICATORS THAT WILL BE USED TO MEASURE 
ei PUT. 


a. Are meaningful indicators identified for use in 
measuring the status of cost and schedule performance? 
(Provide representative samples. ) 


b. Does the contractor’s system identify work accom- 
plishment against the schedule. plan? (Provide representa- 
tive examples) 

j 

ce. Are current work performance indicators and goals 
_ relatable to original goals as modified by contractual 
changes and reprogramming actions? (Provide exhibit 
_) incorporation of changes to original indicators and 
goals. 


8, ESTABLISH AND MAINTAIN A TIME-PHASED 
BUDGET BASELINE AT THE COST ACCOUNT LEVEL 
AGAINST WHICH CONTRACT PERFORMANCE CAN 
BE MEASURED. INITIAL BUDGETS ESTABLISHED 
FOR THIS PURPOSE WILL BE BASED ON THE NEGO- 
Mea PED TARGET COST. ANY OTHER AMOUNT USED 
FOR PERFORMANCE MEASUREMENT PURPOSES 
Post BRE FORMALLY RECOGNIZED BY BOTH THE 
MO. TRACTOR AND THE GOVERNMENT. (Reference 
formats 2 and 8.) 
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a. Are budgets assigned to cost accounts (and budget 
planning packages as appropriate) maintained as the per- 
formance measurement baseline? (Explain baseline main- 
tenance procedures.) 

i 

b. Is the entire contract planned to the cost account 
level of detail to the extent practicable? In the event that 
future contract effort cannot be defined in sufficient detail 
to allow the establishment of cost accounts; are the budgets 
assigned to WBS elements at the lowest level of planning 
detail used for baseline maintenance? 


c. Does the contractor require sufficient detail planning 
of cost accounts to constrain the application of budget ini- 
tially allocated for future effort to current effort? (Explain 
procedure.) 


d. Are cost accounts opened and closed based on the 
start and completion of work contained therein? 


Ceeeecesrecsesteseeseseeettsees 
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4, ESTABLISH BUDGETS FOR ALL AUTHORIZED PALE Hee ratte 


WORK WITH SEPARATE IDENTIFICATION OF COST CRITERIA 


eoeges 
eeetoseeeeetese eset Geeereretete 


a. Does the budgeting system contain: (Prepare 
sample exhibit.) 


(1) The total budget for the contract (including 
estimates for authorized but unpriced work)? 


(2) Budgets assigned to major functional organiza- 
tions? (See checklist item II, 9a.) 


(8) Budgets assigned to cost accounts and/or plan- 
ning packages? 
b. Are the budgets assigned to cost accounts planned 
and identified in terms of the following cost elements? 
(Provide exhibit.) 


(1) Direct labor dollars. 
(2) Material and/or subcontract dollars. 


(3) Other direct dollars. 


c, Are budgets or values assigned to work packages in 
terms of dollars, hours, or other measurable units? 
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d. Does the work authorization system contain: (Pre- 
pare sample exhibit.) 


(1) Authorization to proceed with all authorized 
work? 


(2) Appropriate work authorization documents 
which subdivide the contractual effort and responsibilities 
within functional organizations. 


(3) Authorizations for work within cost accounts 
with identification of the responsible organization? 


peer lHe EXTENT THE AUTHORIZED WORK CAN HEE 


ease etoeaeeeeereneeneeosetoeneee 
eeeeeeoeeeeetseoeeeeotesereee 


BE IDENTIFIED IN DISCRETE, SHORT-SPAN WORK PEE En 


PACKAGES, ESTABLISH BUDGETS FOR THIS WORK SHEE EEE 


eecoceeseesceeeseeseseetetoeeeeesd 
seeeetoeseeeetoeeteoesresenegees 


IN TERMS OF DOLLARS, HOURS, OR OTHER MEAS- HECRITERTA 


Wireewele UNITS. WHERE THE ENTIRE COST AC- SHEETS 


eeeseeseeeeeeseeeesteses ents 
eeeeseesseeeteneeeeeereeneege 


COUNT CANNOT BE SUBDIVIDED INTO DETAILED SHINEE SHEEEEUEE 


WORK PACKAGES. IDENTIFY THE FAR TERM [nF- | BHT EES a 
FORT IN LARGER PLANNING PACKAGES FOR BUD- HEED 


GET AND SCHEDULING PURPOSES. (Reference for- SEE EEE 


@eeeenes tea eoeenterereeeses ss 


mats 6, 6a, and 6b.) HU 





a. Do work packages reflect the actual way in which 
the work will be done and are they meaningful product or 
management orientated subdivisions of a higher level ele- 
ment of work? 


b. Are detailed work packages planned as far in ad- = 


vance as practicable? (Provide representative sample.) 


c. Is work progressively subdivided into detailed work | 
packages as requirements are defined? 
d. Is future work which cannot be planned in detail ie 


subdivided to the extent practicable for budgeting and 
scheduling purposes. (Provide sample.) 


e. Are work packages reasonably short in time dura- i 


tion to minimize the inprocess effort? 


f. Do work packages consist of discrete tasks which 
are adequately described? (Provide representative sample.) 


ge. Can the contractor substantiate the formulation of 
work package budgets? ae 
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6. PROVIDE THAT THE SUM OF ALL WORK PACK- 
See OU OGETS PLUS PLANNING PACKAGES WITHIN 
mepe oot ACCOUNT EQUALS THE COST ACCOUNT 
BUDGET. (Reference format 2.) 


a. Does the sum of all work package budgets plus plan- 
ning packages within selected cost accounts equal the bud- 
gets assigned to those cost accounts? 


feeomNTIPY RELATIONSHIPS OF BUDGETS OR 
BLANDARDS IN UNDERLYING WORK AUTHORIZA- 
fom akolEMS TO BUDGETS FOR WORK PACKAGES. 


a. For the production effort where engineered stand- 
ards or other internal work measurement systems are used, 
is there a formal relationship between these values and work 
package budgets? (Provide samples showing relationships. ) 


Poms TIFY AND CONTROL LEVEL OF EFFORT 
Merevity BY TIME-PHASED BUDGETS ESTAB- 


eon FOR THIS PURPOSE. ONLY THAT EFFORT | 


Seed CANNOT BE {DENTIFIED AS DISCRETE, 
SHORTSPAN WORK PACKAGES OR APPORTIONED 
mrPPORT WILL BE CLASSED AS LOE. 

(Reference format 6.) 


a. Are time-phased budgets established for planning 
and contro! of level of effort activity by category of resource, 
for example, type of manpower and/or material? (Explain 
method of contro] and analysis.) 


b. Is work properly classified as measured effort, LOE, 
or apportioned effort and appropriately separated? 


9, ESTABLISH OVERHEAD BUDGETS FOR THE 
ZePAL COSTS OF EACH SIGNIFICANT ORGANIZA- 
iON AL COMPONENT WHOSE EXPENSES WILL BE- 
Senie INDIRECT COSTS. REFLECT IN THE COnX- 
MeacT BUDGETS AT THE APPROPRIATE LEVEL, 
@HE AMOUNTS IN OVERHEAD POOLS THAT WILL 
BEVALLOCATED TO THE CONTRACT AS INDIRECT 
COSTS. (Reference DCAA Audit Manual and ASPR-lo- 
203. (Reference format 7). 


a. Are indirect budgets established on a facility-wide 


basis commensurate with firm and potential business? (iux- 
plain procedure. ) 
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. - Are the facility-wide indirect budgets updated in a 
a y manner to reflect the realization or nonrealization of 
potential business and/or changes in the planning base? 


c. Are the indirect pools f : 
fine of pools.) ormally identified? (Provide 


Se canizat facility-wide budgets identified to respon- 
nizations and their associat indir ; 
petrol purposes? ed indirect pool for 


e. Are indirect budgets and costs properly classified? 


‘ f. Are the contractor's techniques for determining the 
ase and applicable rate for contract overhead budgets 
acceptable? (Explain procedure.) 


g. Does the contractor identify the level of the WBS 
and organizational structure where indirect budgets are 
controlled? (Identify levels.) 


h ° e = 
Bs h. Do the indirect rates used to compute the contract 
in Irect cost estimates to complete properly reflect historical 
experience, economic escalation and anticipated business 
volume? 


y Are the procedures for determining facility-wide and 
contract indirect budgets formally documented? 


10. IDENTIFY MANAGEMENT RESERVES . 
ahboka 7 ca S : AN 
UNDISTRIBUTED BUDGET. = 


a. Are management reserves separately identified from 
other budgets? 


b. Are records maintained to show how management 
reserves are used? (Provide exhibit.) 


c. Are records maintained to show how undistributed 
budgets are controlled? (Provide exhibit.) 


MeePROVIDE THAT THE CONTRACT TARGET 
COST PLUS THE ESTIMATED COST OF AUTHORIZED 
BUT UNPRICED WORK IS RECONCILED WITH THE 
SUM OF Mieco rerN AL CONTRACT BUDGETS AND 
ms, OMENT RESERVES. (Reference formats 3, 4 
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a. Do the sum of the cost account budgets and manage- 
ment reserves reconcile with the contract target cost plus 
the estimated cost for authorized unpriced work? (Provide 
exhibit.) 


II. ACCOUNTING 


1 RECORD DIRECT COSTS ON AN APPLIED OR 
Seek ACCEPTABLE BASIS CONSISTENT WITH 
fae BUDGETS IN A FORMAL SYSTEM THAT IS 
CONTROLLED BY THE GENERAL BOOKS OF AC- 
COUNT. WHERE AN APPLIED DIRECT COST BASIS 
mewoeD INCLUDE WITHIN THE COST ACCOUNTS 
fae AMOUNTS CHARGED TO WORK IN PROCESS 
iyeitHis TIME PERIOD WHEN: LABOR, MATERIAL, 
mp OTHER DIRECT RESOURCES ARE ACTUALLY 


CONSUME); OR MATERIAL RESOURCES ARS WITH-} 


DRAWN FROM INVENTORY FOR USE; OR MATE- 
fm RESOURCES ARE RECEIVED THAT ARE 
PetOuUELY IDENTIFIED TO THE CONTRACT AND 
SCHEDULED FOR USE WITHIN 60 DAYS; OR MAJOR 
COMPONENTS OR ASSEMBLIES ARE RECEIVED ON 
Paein® FLOW BASIS THAT ARE SPECIFICALLY AND 
UNIQUELY IDENTIFIED TO A SINGLE SERIALLY 
NUMBERED END ITEM. 


a. Does the contractor use procedures for recording 
direct costs of material which facilitate performance mea- 
surement and determination of unit or lot costs when 
applicable? 


b. If the contractor uses applied direct cost basis for 
material, do amounts charged to cost accounts for work in 
progress reflect one or a combination of the time period 
criteria defined above? 


c. Does the accounting system provide a basis for audit- 
ing records of applied (actual) direct costs and indirect 
costs chargeable to the contract? 


d. Are elements of cost (labor, material, etc.) separ- 
ately identified on a basis consistent with the way such costs 
are budgeted? 
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eee OR SOME APPLICATIONS, ACTUAL COSTS FOR 
MATERIAL RECORDED ON OTHER THAN AN AP- 
fe DIRECT COST BASIS MAY BE SELECTED. 
fees Cok D, THE CONTRACTORS’ MATERIAL AC- 
COUNTING SYSTEM MUST FACILITATE PERFORM- 
ANCE MEASUREMENT AND DETERMINATION OF 
Pee OR LOT COSTS WHEN APPLICABLE. THEY 
feel PROVIDE FOR: PRICE VARIANCE DETERMI- 
meelION: USAGE VARIANCE DETERMINATION: AC- 
meth COST ACCUMULATION AND ASSIGNMENT 
OF COSTS TO COST ACCOUNTS IN A MANNER CON- 
pueren tT WITH THE BUDGETS USING RECOGNIZED, 
meemerrABLE COSTING TECHNIQUES: AND MATE- 
fre ACCOUNTABILITY. 


a. Do the contractor’s procedures for recording costs 
facilitate performance measurement and determination of 
unit or lot costs when applicable? 


b. Does the contractor’s system provide for material 
price and usage variance determination? 


feeere material costs assigned to cost accounts and 
accumulated in a manner consistent with the budgets using 
recognized acceptable costing techniques? 


Peo MARIZE DIRECT COSTS FROM THE COST 
meeoUNTS INTO THE WBS WITHOUT ALLOCATION 
Seen SINGLE COST ACCOUNT TO TWO OR MORE 
WBS ELEMENTS. (Reference formats 3 and 5). 


a. Is it possible to summarize direct costs from the 
cost account level through the WBS to the total contract 
level without allocation of a lower level WBS element to 
two or more higher level WBS elements? (This does not 
preclude the allocation of costs from a cost account contain- 
ing common items to appropriate using cost accounts.) 


4, SUMMARIZE DIRECT COSTS FROM THE COST 
PeCOUNTS INTO THE CONTRACTOR'S FUNCTIONAL 
MRGANIZATIONAL STRUCTURE WITHOUT ALLOCA- 
MTON OF A SINGLE COST ACCOUNT TO TWO OR 
PORE ORGANIZATIONAL ELEMENTS. (Reference 
formats 4 and 3d.) 


a. Is it possible to summarize direct costs from the cost 
account level to the highest functional organizational level 
without allocation of a lower level organization’s costs to 
two or more higher level organizations? 
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peeRECORD ALLINDIRECT COSTS WHICH WILL BE 
PeBeCAlTED TO THE CONTRACT (REFERENCE 
DCAA AUDIT MANUAL AND ASPR-15-203.) 


a. Does the cost accumulation system provide for sum- 
marization of indirect costs from the point of allocation to 
the contract total? 


b. Are indirect costs, facility-wide and Dy. contract, 
accumulated so as to provide a basis for comparison between 
planned and actual indirect costs? 


c. Is the authority for incurring indirect costs com- 
mensurate with responsibility for management control of 
these costs? (Explain controls for fixed and variable in- 
direct costs.) 


d. Are indirect costs charged to the appropriate in- 
direct pools and incurring organization? 


é. Are tne bases and rates (booking rates) for allocat- 
ing costs from each indirect pool consistently applied? 


f. Are the bases and rates (booking rates) for allocat- 
ing costs from each indirect pool to commercial work con- 
sistent with those used to allocate such costs to government 
contracts? 


g. Are the rates (booking -rates) for allocating costs 
from each indirect cost pool to contracts updated as neces- 
sary to assure a realistic monthly allocation of indirect costs 
without significant year end adjustments? 


h. Is it possible to summarize indirect costs from the 
point of allocation to the CWBS to the contract level with- 
out allocation of two or more higher level elements? 





i. Are the procedures for identifying indirect costs to 
incurring organizations, indirect cost pools, and allocating 
the costs from the pools to the contracts formally docu- 
mented ? 


6. IDENTIFY THE BASES FOR ALLOCATING THE 
Best OF APPORTIONED EFFORT. 





a. Is apportioned effort directly related to discrete 
work packages? (Provide example.) 


82 


SCHSSHSSPOTOHTOSCHOORBOHSSCEOOOHOOS 


eeeeos 


Se Seoeeteeseseseeeeeeerereesees 


eeoneecesosereese seer tees 


SCOCCe Hee MONS eoseHeesseseoeeeees 
eCOeeaeeeceecsres se eeeteeseseeteoss 
COCOTCE OSE SE EE EH HEHEHE HS OEE EEE 


ecene 


@aceesoeseeeeereseesereseeeeeee 
SCOceoeeaeetesereotegeesteorsene 
SOHet ee eeeeeeeesesseaseoetoote 
@cseeooroeesevresseseecerateooreeee 


eeteos 
eeeeee 
eeeoes 


eceeccestere® 
eeeOeeeecsesssescesseeeseseees re 
eecececccsseccecocecoseseeseene 


eoeoee: 
eogcee 


eomeeneeerseeeoenn eee: -+e% 
wees eee aseseseesesresseseeeees Oe 
@acecseocesereneeuntasereres 


seoeeeseseseeseenesaeese re 


Beoeeeeeeseseteneseeee se 
@oeeeeseeoce teste ts O08 OF 
COeeoeceeeeeeesseneeeto ve 


econ 


eee eecsscerocesesessoeeseesenes 
spetsecesceoeconnsesensesenetes® 
eoecaccerescnceteeseoesseeresoes® 
ee eeeeececcceeeeesereeoresessese® 


@uceconeoe 





b. Are methods used for applying apportioned effort 
costs to cost accounts applied consistently and documented 
in an established procedure? 


c. Is effort which is appropriately planned and con- 
trolled based on existing work packages identified as appor- 
tioned effort? 


7. IDENTIFY UNIT COSTS, EQUIVALENT UNIT 
SOs ls, OR LOT COSTS AS APPLICABLE. 


a. Does the contractor’s system provide unit costs, 
equivalent unit costs or lot costs in terms of labor, material 
and other direct and indirect costs? (Describe procedure.) 


IV. ANALYSIS 


mOENTIFY AT THE COST ACCOUNT LEVEL ON 
A MONTHLY BASIS USING DATA FROM, OR RECON- 
Semreis WITH, THE ACCOUNTING SYSTEM: BCWS 
AND BCWP; BCWP AND APPLIED (ACTUAL WHERE 
Meee OPRIATE) DIRECT COSTS FOR THE SAME 
Porn; VARIANCES RESULTING FROM THE ABOVE 
BOMnPARISONS CLASSIFIED IN TERMS OF LABOR, 
feemeRiAL, OR OTHER APPROPRIATE ELEMENTS, 
TOGETHER WITH THE REASONS FOR SIGNIFICANT 
VARIANCES. 


a. Does the contractor’s system include procedures for 
measuring performance of the lowest level organization 
responsible for performing work? (Provide typical example. ) 


b. Does the contractor measure cost and schedule per- 
formance in a consistent, systematic manner? 


ce. Are the applied (actual) direct costs used for vari- 
ance analysis reconcilable with data from the accounting 
system? 


d. Is budgeted cost for work performed calculated in 
a manner consistent with the way work is planned (for 
example, if work is planned on a measured basis, budgeted 
cost for work performed is calculated on a measured basis.) 


e. Does the contractor have variance analysis pro- 
cedures and a demonstrated capability for identifying (at 
the cost account and other appropriate levels) cost and 
schedule variances resulting from his system, which: 
(Provide examples. ) 
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(1) Identify and isolate problems Causing unfavor- 
able cost variances? 


(2) Evaluate the impact of schedule changes, work 
around, etc.? 


(3) Evaluate the performance of operating organi- 
zations? 


(4) Identify potential or actual overruns and under- 
runs? 


Seem TIrFY ON A MONTHLY BASIS IN THE DE- 
TAIL NEEDED BY MANAGEMENT FOR EFFECTIVE 
CONTROL, BUDGETED INDIRECT COSTS, ACTUAL 
Pee mRECT COSTS, AND VARIANCES ALONG WITH 
THE REASONS THEREFOR. 


a. Are variances between budgeted and actual indirect 
charges determined and analyzed at the level where res- 
sponsibility for control of such costs is assigned (indirect 
pool, department, etc.) ? 


b. Does the contractor’s variance analysis capability 
permit him to identify cost variances resulting from: (Pro- 
vide example and relate to financial reports provided to 
Government.) 


(1) Changes in overhead rates? 
(2) Changes in overhead base? 


c. Is management corrective action taken to reduce 
indirect costs where significant variances are noted? 


PeoOhMMARIZE THE DATA ELEMENTS AND ASSO- 
eee D VARIANCES LISTED IN ITEMS 1 AND 2 
ABOVE THROUGH THE CONTRACTOR ORGANIZA- 
moN AND WBS TO THE REPORTING LEVEL SPECI- 
FIED IN THE CONTRACT. (Reference formats 2, 3, 4, 
d, 10, and 11.) 


a. Are data elements (budgeted cost for work sched- 
uled, budgeted cost for work performed, and actual cost) 
progressively summarized from the detail level to the con- 
tract level through the WBS? (Provide exhibit.) 
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. b. Are data elements summarized through the func- 
tional organization structure for progressively higher levels 
of management? (Provide exhibit.) 


ec. Are summarized data elements reconcilable between 
internal summary reports and reports forwarded to the 
Government. 


d. Are procedures for variance analysis documented 
and consistently applied at the cost account level and 
selected WBS and organizational levels at least monthly as 
a routine task? (Provide examples.) | 


4, IDENTIFY ON A MONTHLY BASIS SIGNIFICAN 
Vd i MO? Z aN 
Pape ERENCES BETWEEN PLANNED AND ACTUAL 
SCHEDULE ACCOMPLISHMENT TOGETHER WITH 
Po REASONS THEREFOR. 


a. Does the scheduling system identify work which is 
behind schedule in a timely manner? (Provide representa- 
tive examples.) 

b. Does tne contractor’s system include the recording 
of objective results, design reviews, and tests to provide 
credible schedule information? (Provide examples. ) 


See UENTIFY MANAGERIAL ACTIONS TAKEN AS 
A RESULT OF CRITERIA ITEMS 1 THRU 4 ABOVE, 


a. Is timely and auditable data disseminated to the 
contractor’s manavers? (Provide examples.) 


b. Are data being used by managers in an effective 
manner to ascertain program or functional status to identify 
reasons for significant variances, and to initiate appropriate 
corrective action. (Provide examples. ) 


©, Are there procedures for monitoring action items 
and corrective actions to the point of resolution and are 
these procedures being followed? 


6. BASED ON PERFORMANCE TO DATE AND ON 
molIMNATES OF FUTURE CONDITIONS, DEVELOP 
MISVISED ESTIMATES OF COST AT COMPLETION 
Po WES BEEMENTS IDENTIFIED IN THE CON- 
PeACl AND COMPARE THESE WITH THE CO.- 
TRACT BUDGET BASELINE AND THE LATEST 
Siviiee Nl Ok FUNDS REQUIREMENTS RE- 
PORTIED TO THE GOVERNMENT. 
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a. Are estimates of costs at completion based on per- 
formance to date, actual costs to date, knowledgeable projec- 
tions of future performance, and estimates of the cost for 
contract work remaining to be accomplished? 


b. Are estimates of costs at completion generated with 
sufficient frequency to provide identification of future cost 
problems in time for possible corrective or preventive 
actions by both the contractor and the Government project 
manager? 


c. Are estimates of cost at completion generated for 
the following levels: 


(1) The program, as defined by the contractually 
authorized work plus contractually specified options? 
(Where the options include variable production lot quanti- 
ties recurring revised estimates need only be generated for 
median or nominal quantities.) 


fn Oval Contract (all authorized work) ? 


(3) WBS elements contractually specified for re- 
porting of status to the Government (Lowest level only) ? 


(4) Major subcontracts? 
(5) Major functional] areas of contract effort? 


(6) Cost accounts? 


d. Are the latest revised estimates of costs at comple- 
tion at the appropriate levels compared with the following 
items, and their causes identified: 


(1) Program ceiling price(s) by lot or option, if 
applicable ? 


(2) Contract budget baseline? 


e. Are estimates of costs at completion generated in a 
rational, consistent manner? Are there procedures estab- 
lished for appropriate aspects of generating estimates of 
costs at completion? 


f. Are estimates of costs at completion utilized in 
determining contract funding requirements and reporting 
them to the Government? 


g. Are the contractor’s estimates of costs at completion 
reconcilable with cost data reported to the Government? 
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8. Are authorized changes being incorporated in a 
timely manner? 


b. Are all affected work authorization, budgeting, and 
scheduling documents amended to properly reflect the 
effects of authorized changes? (Provide examples.) 


c. Are internal budgets for authorized, but not priced 
changes based on the contractor’s resource plan for accom- 
plishing the work? 
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a. Are current budgets resulting from changes to the 
authorized work and/or internal replanning, reconcilable to 
Original budgets for specified reporting items? 
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a. Are retroactive changes to direct costs, indirect 
costs prohibited and avoided, except for the correction of 
errors and routine accounting adjustments? 


b. Are direct or indirect cost adjustments being accom- 


plished in accordance with accounting procedures acceptable 
to DCAA? 
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ec. Are retroactive changes to BCWS and BCWP pro- 
hibited except for correction of errors or for reasons agreed 
to by the contracting parties? 


Meer eVENT REVISIONS TO THE CONTRACT 
BUDGET BASELINE EXCEPT FOR GOVERNMENT 
mer eCrhD CHANGES TO CONTRACTUAL EFFORT 
OR CHANGES RESULTING FROM FORMAL REPRO- 
GRAMMING. 


a. Are procedures established to prevent changes to the 
contract budget baseline (see definition) other than those 
authorized by contractual action or formal reprogramming? 


b. If interim budgets for authorized changes do not 
equal negotiated cost for the changes, does the contractor 
compensate for the differences with either management re- 
serve or by revising interim Sudgets to equal the negotiated 
cost ? 


peeRANGES TO THE PERFORMANCE MEASURE- 
hon t BASELINE WILL BE INTERNALLY DOCU- 
Poeweht) TIMELY NOTIFICATION OF THESE 
CHANGES WILL BE PROVIDED TO TIIE PROCURING 
Pemvi ty THRU PRESCRIBED PROCEDURES. 


a. Are changes to the performance measurement base- 
line (cost account) made as a result of contractual redirec- 
tion, formal reprogramming, or the use of management 
reserve, properly documented and reflected in the Cost 
Performance Report? 


b. Is the procuring activity notified of internally gen- 
erated changes to the performance measurement baseline in 
a timely manner through an established procedure? (Ex- 
plain procedures.) 


c. Are procedures in existence that prevent changes to 
budgets for open work packages and are these procedures 
adhered to? 


d. Are retroactive changes to budgets for completed 


work specifically prohibited in an established procedure and 
is this procedure adhered to? 


88 


ete s 
eeeeeoeeeeeeereeceeserrseseseegess 
@e¢eeeeeeserereseoseeseeseeserese 
eGo eee eeeeeseeseesseesseeeesseeeg 
eeeeeeeaseteseseeeeeeeoseeeee 
S@evesceseeesesCesesseosesereeeeoseds 
@eeeseetotestoeeeteseosaressesed 
@aetCeeeeteeseeseeeeeesse erase ds 
@esceeeeeeeereseseerteoeerF# Oereons 
eCoeeeeeer ese eeeseeeeeesereree 
eGCeoeeeereeeeeeee seeeereeteore 


eeteeoeeseeeeeeeeeererserteesese 
Peeteoeeeeteosereseessetreseste 
@eeeeneeeeeeseeeesesesevreseseses 
@eececececeeset ee teteseseettoneees 
eeeereceeegeeeteseeseeert eter 
eeececeoeooeeeeenesesgesneseerenee ds 
@eeeeeeseeseesteeseseeroeessosseeose 
*eeeeeceereaeseeeeresseeeeeenetrtee 
eeCeeeeoeceesgeerersreseseeeetreses 
eeceeetoaoeeeeeereeeeeeeeeersse 
@eeeoerevretCeoeeeeeseeeeeeesesed 
eC CHa eeeteeeeseeeeeresoeeeegerene 
eCCeteeesteeseseetegeesteseteee 
@eeceeecveteoeesseseetseseesgeetes 





omrHi CONTRACTING OFFICER AND HIS DULY 
AUTHORIZED REPRESENTATIVES WILL BE PRO- 
VIDED ACCESS TO ALL OF THE FOREGOING INFOR- 
MATION AND RECORDS IN SUPPORT THEREOF. 


a. Has the contractor provided access to all pertinent 
records to the Evaluation Review Team and surveillance 
personnel? 
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